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Executive stress 
Coping with a mid-rife 
career crisis 
John Hunt, Page 22 




Germany 

Twilight of the good 
European 

Lionel Barber, Page 12 



e-commerce 

The explosion in business 
on the internet 
Technology, Page 22 


FTiT Review 

IT directors make a bid 
for the fast lane 

Separate section 


WORLD NEWS 


US calls on neutral 
nations to make 
contributions to 
Nazi victims’ fund 
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The US yesterday urged five 
neutral countries to contribute to a 
fcmd for Nazi holocaust victims 
after publishing new details of then- 
S300m trade m looted gold. Spain, 
Portugal, Sweden and Turkey sup- 
plied vital war materials to the 
Nazis and a further S500m of Gar- 
man assets were transferred to the 
neutral countries, particularly 
Argentina. Page 14; Neutrals 
respond coolly, Page 3J=drtoriai 
Comment, Page 13 

Hafian reform attempt fafis 
Italy's attempt to change its consti- 
tution cofiapsed after the main 
party leaders in parliament failed to 
rescue the reform plan. 

Page 2 
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Refugees flee Serb vtoteace 

The UN refugee agency rushed akl 
to ethnic Albanians fleeing to 
neighbouring Albania to escape 
Serb shelling In Kosovo province. 
The political leader Kosovo's ethnic 
Albanians urged intervention to halt 
the violence. Page 2 

Blast rips through Tetaan court 
Iranian poCce were investigating a 
bomb which Wiled two people and 
injured two at an Islamic revolu- 
tionary court in Tehran. In Bagh- 
dad, the Iraq-based Iranian armed 
opposition group Mujahideen Khalq 
claimed responsibility. 

More die in Mb’s heatwave 
At least 380 people have died in 
the heatwave sweeping Orissa 
state In eastern Indian. The tem- 
perature peaked at 49°C (120F) on 
May 29 In the western town of 
Sambaipur. 

Balt toN-tests reged 

■ Afore than 40 members of the 

Confere nc e on Disarmament, 
.Inducting the five big nudear pow- 
ers, called on India and Pakistan to 
cease nudear testing and 
renounce their atomic weapons 
programmes. 

Start-2 debate brought forward \ 
Russia's tower house of parliament, 
which test month put off debates 
‘ on the Start-2 nudear arms reduc- 
tion treaty until September, res- 
cheduled the hearing for next 
week. The treaty would cut Rus- 
sian and US deployed nudear war- 
heads by up to two thirds. 

Aid workers find wider quake zone 

The zone of devastation left by the 
[weekend earthquake which kited 
- thousands of Afghans may be far 
larger than previously befleved, aid 
workers said. 

KaMia names new cabinet 

Congo's president Laurent Kabila 
appointed 13 new ministere after 
purging his Inner circle of five and 
having them arrested. 

Page 7 

. Japrei ads to help Jobless 

Japan announced plans to deal 
with unemployment, which hit a 
record 4.1 per cent in April. The 
measures include bringing forward 
spending on public works, promo- 
tog Jobs for older workers and giv- 
ing financial support to troubled 
Inctostries- Page 6 

Banker extrad te d from Spain 
Fugitive Mexican banker Angel 
Rodriguez who left a $2bn 

hole In Banpefs bank, has been 
extradited from Spain to face fraud 
and embezzlement charges in 
Mexico. Pagefi 

Baby boomers aim to work on 

Bghrout erf 10 American baby 

■ boomers plan to keep working at 
test part-time after retire from 
tea-time work. Page 4 


BUSINESS NEWS 


Akzo Nobel secures 
Courtaulds with 
deal to sell two 
businesses to rival 


Akzo Nobel. Dutch chemicals 
group, saw off a potential rival bid- 
der from the US for UK chemicate 
company Courtaulds, by striking a 
deal worth up to £200m (8328m). 
Akzo made a £l.83bn agreed offer 
for Courtaulds last month. Page 15 

Store of Sweden and Ensoof 
Finland confirmed they we to 
merge in an SfL5bn deal to create 
the world's largest pulp and paper 
maker. Page 15; Observer, Page 
IS; Paper giants open a new 
chapter, Page 18 

credit Lyonnais. French 
state-owned bark, wants individual 
shareholders as well as tostituttons 
to be able to buy some of its 
shares this autumn in a first step 
towards privatisation, the chairman 
said. Page 16 

Carisberg, Danish brewery group, 
reported a 38 per cent increase in 
half-year pre-tax profits to 
DKrl^bn (5177m). Page 17 

The Deutsche Termbibihse, 

Germany’s derivatives exchange, 
overtook the London International 
Financial Futures and Options 
Exchange to the volume of con- 
tracts traded over a month. 

Page 15 

ABC News, a subsidiary of Wait 
Disney, is to confirm today that it 
has sold its global television news 
agency. Worldwide Television 
News, to rival Associated Press 
Television. Page 18 


Deutsche Bank changed the name 
of its US securities business from 
Deutsche Morgan Grenfell to Deut- 
sche Bwik Securities as part of its 
plan to eliminate the Deutsche 
Morgan Qnenfefl name- 
18 


Viag shares jumped more than 
3 per cent on expectations that 
Georg Obermeier wotid be 
removed 1i urn the chairmanship df 
toe Mitofch-based energy to tale- • 
corns congtomerateL Page 17 • " 

Repeal,' Spanish oa and gas group, 
plans to take a stake to Trinidad 
gas Adds run “by Amoco of the US. 
Page 18 ! 


DIG Group, Dutch finance] services 
company, sad its priority was to 
expand in continental Europe, but 
denied it had reduced its.ambitions 
elsewhere. Page 17; Lear, Page 14 

SPT, Czech monopoly fixed-fine 
telecom operator, is to Bst 22 per 
cent of its equity on the London 
Stock Exchange in the form of 
global depository racafots. 

Page 16 

Rgssta’s fin anc ia l markets took a 
turn for the better as Investors 
warmed to the government’s new- 
found commitment to control its 
public finances. Page 2 

Motorola and Lucent Technologies, 
US electronics youps, are 10 set 
up a joint research and develop- 
ment centra to Atlanta aimed at 
devetoping next generation digital 
signal processor technology. 

Page 18 


Anglo American, South African 
mining and industrial conglomer- 
ate, reported an 18.1 per cent fall 
In total net annual earnings to 
R5^2bn45l.1bn). Page 16 
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The Wad trends and data tion triote 
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European 
utilities win 
back Jakarta 
contracts 
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Water companies reappointed after 
severing ties with Suharto associates 


Gwen Robtosofl to Jakarta, 
Andrew Taylor in London and 
Antew Jackin Paris 


Thames Water at the UK and 
Suez Lyonnaise des Baux of 
France have won back contracts 
to run Jakarta’s water supply 
after severing rinks with Indone- 
sian partners associated with far- 
mer President Suharto. 

The separate concessions to 
develop and manage water sup- 
ply systems for the eastern and 
western halves of the city, worth 
l^OObn rupiah (4130m) over 25 
years, were suspended last 
month. That prompted fears that 
other foreign investors supported 
by Suharto-linked business inter- 
ests could suffer a dreiiar back- 
lash. 

Budiardjo Sokmadi, the city's 
deputy governor for develop- 
ment. said yesterday that 
Thames and Suez Lyonnaise des 
Eaux would be required to form 
new joint ventures. 

Kati, a company owned by Mr 
Suharto’s eldest son. Sigh Haijo- 
judanto. has agreed to transfer to 
Tham es its 20 per cent stake in 
the concession company manag- 
ing water supply in eastern Jak- 
arta. 

Suez Lyonnaise des Eaux con- 
firmed it had bought back full 
control of its joint venture to 
operate the water system in west. 
Jakarta. ^T5»- group said DK1 
Djkarta, the local authority, . 
would in the future buy a minor- 
ity. stake In the joint venture arid 
be represented on the board. 

The French group said it paid 
'a fair market price" to buy back 
the 60 per cent stake previously 
held by Salim Group, owned by 
Sndono Salim, a close business 


associate of Mr Suharto. The 
price is believed to have been 
several million dollars. 

The agreement to transfer the 
stakes followed 10 days of inten- 
sive diplomatic lobbying. Derek 
Fatchett. UK foreign office minis- 
ter, made representations on 
behalf of both companies while 
he was in Jakarta last week. 

Thames, which yesterday 
reported a 125 per cent rise in 
pre-tax profits to £41fi.6m 
($686 .5m) for the year to the end 
of March, said Jakarta repre- 
sented an important part of its 
international water interests. 

The company plans to Invest 
£80m, at current exchange rates, 
over five years to connect a fur- 
ther 100.000 homes to the water 
system. It will receive a fee for 
managing services and billing 
customers on behalf of the city 
authority. 

Bill Alexander, Thames chief 
executive, said: “We are 
delighted by this outcome. There 
is potential to serve up to 5m 
customers in our half of the city 
alone." 

The original 25-year concession 
contracts between the companies 
and PAM Jaya, the city-owned 
water company, were approved 
in February despite opposition 
from city officials to the do6ed 
nature of the deal. 

. pity officials say they were 
originally (against the. .direct 
award of the contract to the two 
Suharto-linked companies but 
claim that pressure from the 
upper levels of national govern- 
ment overrode their opposition. 


IntaKSia forecasts stashed. Page 4 

Resotts, Page 21 

Thames rating lowered, Page 24 


Alstom valued at 


$7.7bn in largest 
European EPO 


By Andrew Jackin Paris 
and Ancfrew Edgecfiffe-Jotmsaa 
In London 


Alstom, the Anglo-French 
engineering group, was yesterday 
valued at up to FFr46.2bn 
($7,73bn) when it set the price for 
its initial public offering this 
month - the largest in Europe to 
date apart from privatisation 
issues. 

A range of between FFrlSO and 
FFr220 a share was set for the 
majority stake in the group, 
which was formerly called GEC- 
Alsthom. 

The £PO will mark Alstom’s 
independence from GBC of the 
UK and state-controlled Alcatel 
Alsthom of France. The venture 
- which ranks with General Elec- 
tric of the US, the Swiss-Swedish 
group ABB, Siemens of Germany 
and Japan’s Mitsubishi as one of 
the world’s biggest heavy engi- 
neering groups - was founded in 
19®. 

Pierre Bilger, chairman, said: 
“We are at a derisive print in the 
history of the company.” 

The offering follows the deci- 
sion of GBC said Alcatel Alsthom 
to reduce their stakes to as Kttle 
as 21 per cent each. 

Both companies will cut their 
stake to between 21 per cent and 
24 per cent, with staff receiving 
up to 2 per cart of the shares at a 
discounted rate. GEC and Alcatel 
have agreed not to seD shares for 
a year and Alstom has agreed not 
to issue farther shares during the 
same period, subject to certain 
conditions. 

Dealings in the shares will 
begirt on June 22, with a primary 


listing in Paris and secondary 
listings' in London and New York. 

The price range received a 
mixed reaction among analysts. 
One UK analyst said: “I would be 
surprised if. they could persuade 
UK institutions to pitch in at the 
top end of the range.” 

Existing shareholders of GEC 
and Alcatel will be guaranteed 
the number of shares they apply 
for, tq) to a maximum of 50. 

According to the listing docu- 
ments, bonuses of up to FFr24m 
will be paid to senior manage- 
ment following the flotation. Jim 
Cronin, deputy chief executive, 
said the board bad not decided 
how many people would receive 

bonuses: “It is a discretionary 

matter.” he said. 

He added that options over 1 
per cent of the group's shares 
would be offered to employees, 
subject to certain performance 
conditions. "They have laboured 
in the vineyard for 10 years with- 
out any stock options,” he added. 

The non-executive Alstom 
directors include Sir William 
Purves, former head of the Hong 
TTnng 1 & Shanghai Banting Corpo- 
ration, Jacques de Larostere, for- 
mer h pari of the European Bank 
for Reconstruction and Develop- 
ment, and Klaus Esser, vice pres- 
ident of the executive committee 
of Mannesmann, the German 
engineering group 

The flotation of Alstom is being 
co-ordinated by Credit Suisse 
First Boston and Goldman Sachs. 
Alstom has been advised by SBC 
Warburg Dillon Reed and Basque 
Nationals de Paris. 


Lax, Page 14 
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Strikes at Air Ranee this week left Charles de Gaidle airport in Parts deserted, increasing (ears over (he World Cup. AP 


Travel groups act over 
World Cup strikes fear 


By Charles Batchelor b London, 
Andrew Jack in Paris and 
Jonathan Wheatley in Sao Paulo 


Ihe prospect of strikes by French 
airlin e staff and train and truck 
drivers has prompted travel 
organisations taking football sup- 
porters to France for the World 
Cup to take contingency mea- 
sures. 

Strikes at Air France, which 
disrupted air travel this week, 
have made travel agents and air- 
lines around the world wary of 
assurances from unions repre- 
senting train drivers, and road 
hauliers that they do not plan to 
disrupt the competition. 

The French football association 
yesterday attempted to allay 
tears of transport disruption in 
the coming weeks by stressing 
that Air France - an official 
sponsor of the championship - 
had promised there would be 
flights for the 32 teams. 

But Michel Platini, the joint 
head of the World Cup organising 
committee, yesterday appealed to 
striking Air France pilots to 
bring an end to the strikes that 
are threatening to disrupt the 
championship, which starts on 


June 10. In a warning that they 
risked jeopardising the image of 
France. Mr Platini, a former 
French soccer international, told 
the pilots: “You can all moan to 
your bosses, but you cannot take 
a country hostage.” 

His remarks came before a 
meeting yesterday afternoon 
between the pilots’ unions and 
Air France’s senior executives in 
an effort to bring an end to the 
disruption caused over the week- 
end. 

The pilots are opposed to the 
company’s proposed shares-for- 
wages swap as part of its planned 
partial privatisation. 

SNCF. the French railway, said 
unions representing 80 per cent 
of its drivers had promised not to 
disrupt the World Cup. The main 
union representing hauliers has 
also said it will not take any 
strike action until September. 

Eurostar, which runs services 
through the Channel tunnel from 
London to Paris, said that even if 
domestic French rail services 
were disrupted, it had separate 
agreements with its drivers 
which would mean that, barring 
blockades of high-speed lines, its 
services would continue nor- 


mally. Travel agents dealing with 
the estimated 15.000-20.0UO Brazil- 
ian fans expected to attend the 
tournament have made attempts 
to avoid Air France. Stella Bar- 
ros, an agent handling 7,000 sup- 
porters. said that most fans 
would fly on Brazilian carriers 
Varig and Vasp. It has booked 
just 60 seats on Air France. 

British Airways said it could 
lay on larger aircraft on its Lon- 
don to Paris routes to carry more 
passengers but there were limits 
to the availability of such air- 
craft. 

UK travel agencies specialising 
in sports travel said they had 
booked charter aircraft to take 
supporters to matches to avoid 
problems with Air France’s 
scheduled flights. 

“We took precautions early 
on.” said Mike Burton, chairman 
of Mike Burton Sports Travel, 
which will be taking 23,000 UK 
supporters to France by aircraft 
and train. 

“We were aware of the disrup- 
tion caused by the lorry drivers 
in France and we couldn’t take 
the risk." 


Soccer skirls warning. Page 10 



This announcement appears as a matter of record only 


INSTITUTIONAL FINANCING 
OF 



HOT SHAPING 
SYSTEMS SA 


HCT SHAPING SYSTEMS SA 

Semiconductor & photovoltaic cutting systems 


Institutional Equity Arranged and Provided by 

HSBC Private Equity 


Senior Debt Facilities Provided by 
Deutsche Bank (Arranger) 
Paribas (Co-Arranger) 


Advisors to HSBC Private Equity 

Cambridge Consultants 
Coopers & Lybrand 
Baker & McKenzie 

Lambert Fenchurch Corporate Ventures 


HSBC Private Equity 
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HSBC Private Equity Europe Limited 
Vintners Place. 68 Upper Thames Street, London EC4V 3BJ 
Tel: 0171 336 9955 Fax: 0171 336 9961 
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Markets in Russia rally 
after ‘anti-crisis’ offensive 


EUROPE 
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By John Thornhill in KQscow 

Russia's roller-coaster 
financial markets took a 
(urn for the better yesterday 
as investors warmed to the 
government's new- found 
commitment to bring its 
public finances under con- 
trol. 

Yields on benchmark gov- 
ernment debt fell by 12.5 per- 
centage points to 61 per cent, 
sparking a 12 per cent rally 
in the RTS share index. The 
mood or the markets was 
also lifted by the announce- 
ment of revised terms for the 
privatisation of Rosneft, the 
Inst big state-owned oil com- 
pany. at a minimum starting 
price of Sl.fibn. 

President Boris Yeltsin 
yesterday consulted 10 
senior Russian businessmen 
and bankers about the coun- 
try's financial problems and 


promised to weave their pro- 
posals into an “anti-crisis” 
programme he would deliver 
at a Kremlin conference on 
June 30. 

According to Kremlin offi- 
cials. (he business leaders 
made several suggestions for 
improving tax collection, 
easing the cash-flow crisis in 
the electricity sector by cut- 
ting off late payers, and 
revising railway and energy 
tariffs. But Russia's Commu- 
nist-dominated parliament 
turned up the political heat 
on Mr Yeltsin by threatening 
to; launch impeachment pro- 
cedures against him next 
week. 

Traders also cautioned 
that the rebound in Russia's 
financial markets was on the 
back of low volumes and 
might simply reflect a "dead 
cat bounce” after weeks of 
heavy selling. The stock 


market has fallen more than 
40 per cent this year because 
of fears that Russia could 
experience an Asian-style 
financial meltdown. 

Denis Smyslov, investment 
director at the Moscow office 
of Global Fund Management, 
said the markets were 
playing a “waiting game" 
with the government until 
there was farther evidence 
of financial support from the 
international Monetary 
Fund or Russia's western 
partners. “At current yields I 
do not think there will be a 
big outflow of foreign money 
from the GKO [Treasury-bill 
market!.” he said. 

“But everyone Is waiting 
for a financial package 
between the Russian govern- 
ment and the IMF which will 
explain how to lower inter- 
est rates and defend the rou- 
ble at the same time." 


Oil industry analysts said 
the government had proba- 
bly sweetened the terms for 
the sale of a 75 per cent 
stake In Rosneft enough to 
attract a buyer. No bidders 
were forthcoming when the 
government tried to sen Ros- 
neft last month. The govern- 
ment has cut the minimum 
selling price from $ 2 . 1 bn to 
£ 1 . 6 bn and loosened invest- 
ment commitments attached 
to the sale, which will take 
place in July. 

Leonid Fedun, deputy 
chairman of Lukoil, the 
giant Russian oil company, 
said the revised conditions 
looked for more realistic in 
light of the weak interna- 
tional oO price. 

Lukoil is part of a consor- 
tium, Including Gazprom 
and Royal Dutch/Shell, 
which is thought to be the 
most likely buyer of Rosneft. 



High finance: a Moscow woman checks cu-rency rates 


Finance minister gives Poles lessons in discipline 


Expensive social welfare pledges have to be balanced against 
the need to rein in budget deficit, reports Christopher Bobinski 


T o the relief of foreign 
investors, Poland '6 

finance minister. Leszek 
Balcerowicz. appears to be 
winning a battle to rein In 
the budget deficit, despite 
strains in the ruling coali- 
tion and ever-present exter- 
nal pressures. 

PiirudoxicaHy. he has been 
helped by the unfolding 
crises in Asian countries and 
Russia. These have provoked 
some capital flight from 
Poland, which has weakened 
the zloty and cut stock 
prices on the Warsaw 
bourse. 

But the example which 
they provide of the dangers 
associated with financial 
indiscipline is adding 
credibility to Mr 
Balcerowlcz's arguments in 
the eyes of Solidarity 
Electoral Action (AWS). the 
senior government partner. 

Mr Balcennriez will need 
to assert his growing 
authority later this month 
when he begins to debate the 
shape of the 1999 budget 


with other ministers. The 
AWS won Poland's election 
last autumn on a programme 
of potentially expensive 
social welfare promises. It 
then formed a coalition with 
the smaller pro-business 
Freedom Union (UW) party 

of Mr Balcerowicz. 

The AWS's pledges must 
now be clipped to fit the 
tight budgets needed if 
inflation is to be cut from an 
annual 13 per cent to S per 
cent by 2002. and if the 
current account deficit is to 
be kept under 5 per cent of 
gross domestic product 

Stanislaw Gomulka. an 
academic at the London 
School of Economics and 
adviser to the finance 
ministry, says he expects 
this year's budget deficit to 
reach 1.7 per cent or GDP. 

This figure, which does 
not include privatisation 
revenues, compares with the 
2.7 per cent written in for 
the budget far 1998. “Next 
year we should aim at 
holding the deficit to this 


year’s achieved level." he 
says. Meanwhile, the finance 
ministry is taking the 
argument to the heartland of 
the potential big spenders. 
On Monday Rafol Zagoroy. 
deputy finance minister, 
risked the wrath of Poland's 
doctors, who are demanding 
more money be spent on 
health. 

H e presented a damning 
picture of an 
overmanned and 
wasteful health service, 
saying it was failing “to 
target and address the needs 
of patients" and was 
designed solely “to grow, 
invest and take on new 
personnel”. 

Proponents of tax breaks 
to encourage larger families, 
a cause dear to the AWS. 
have also been put on the 
defensive. 

Kazimierz Kapera. an 
ardent Catholic and minister 
responsible for family issues, 
is worried about Poland's 
low birth rate. 


He would like next year's 
budget to include tax 
provisions costing an 
additional 4bn zlotys 
(gl.lbnj, or around 0.7 per 
cent of GDP. However, the 
finance ministry's firm 
stance means that Mr 
Kapera has cut his request 
for tax breaks to a mere 
250m zlotys in next year's 
budget 

This is despite the noisy 
backing of Marian 
Krzaklewski, the AWS 
leader, and Solidarity coal 
miners who demonstrated 
for a “pro- family policy” last 
week. 

The UW -controlled finance 
ministry's relentless 
trimming of the AWS 
programme is fomenting 
dissent on the AWS's 
populist and nationalist 
rightwing. 

About 20 members of 
parliament committed to 
carrying out the ambitious 
AWS electoral pledges have 
organised a group, which is 
backed by the Influential 
Maryja Catholic radio 
station. However, they have 
little support in the AWS’s 


higher echelons. 

Aleksander Kropiwinicki. 
a minister at an official 
thinic - tank, the Government 
Centre for Strategic Studies, 
contends that Poland's 6 per 
cent annual growth rate 
allows scope for putting off 
budget deficit cuts until the 
AWS’s measures have come 
into effect But he bas failed 
to get cabinet support for his 
views. 

Moreover, the 

parliamentary dissidents 
know they have to stay in 
the AWS fold. They realise 
that an open rebellion would 
favour the Left Democratic 
Alliance (SLD), the former 
communist opposition, 
because the ruling coalition, 
which enjoys a relatively 
slim parliamentary majority, 
is now pushing through a 
decentralising local 

government reform. 

After that come elections 
in autumn to the newly 
empowered local 

government councils. In 
order to win these elections, 
the coalition parties have to 
contain major outward signs 
of political disarray. 


Danes unveil 
tax proposals 


By Hilary Bames in Copenhagen 

Denmark’s minority 
•rovrrnmeni yesterday 
announced tax reform pro- 
pnsnl.-i aimed at restraining 
the rapid growth in domestic 
dt-muud. 

Haul Nyrup Rasmussen, 
prune minister, said both 
public and private consump- 
tion were increasing too rap- 
idly "Tlie measures combine 
return is with a necessary 
tiirhft-nuii: up of fiscal pol- 
icy." he said. “A healthy 
••cwiumy is u precondition 
fur better quality in our wel- 
fare Mvltiy, to reduce debt 
jml maintain tire good devel- 
opment m unemployment.” 

The government plans to 
lower the corporate income 
tax rate from ;M to 26 per 
cent, reduce mortgage relief, 
and raise taxes on petroleum 
products, tend and electric- 
ity. 

Marianne Jolved. economy 
minister, si id the net effect 
of th»- changes would bo to 
trim back gross domestic 
product growth from 2.7 per 
cent to 2.5 per cent in 1998 
and from a projected 2.9 per 
if 'ill In 1.9 per rent in 1999. 
The measures would also 


increase the projected cur- 
rent account surplus from 
DKr2bn t$298m) to DKr3bn 
this year and from DKr2.5bn 
to DKr9bn in 1999. 

Mrs Jelvcd said a tighter 
fiscal policy was required 
after five years during which 
GDP growth averaged about 
3 per cent. 

The measures were 
designed “to maintain a 
robust current account sur- 
plus and to prevent labour- 
market bottlenecks and 
wage pressures from damag- 
ing competitiveness.” The 
plan to reduce mortgage 
relief addressed economists' 
fears that asset price infla- 
tion could contribute to 
over-heating of the economy. 

Relief would be lowered in 
stages from between 40 and 
46 per cent at present to a 
flat rate 32.4 per cent by 
2002. The government esti- 
mates that the change would 
eventually cut the price of 
owner-occupied bousing by 
between 10 and 14 per cent 

Other reform proposals 
included a reduction in the 
lowest rate of income tax. a 
new 10 per cent tax on yields 
from pension savings placed 
in equity funds. 


Italy fails to rescue 
constitutional reforms 


By James B8tz m Rome 

Italy's marathon attempt to 
change its constitution 
collapsed last night after the 
main party leaders in 
parliament were unable to 
pull off a last-minute rescue 
of the reform plan. 

Eighteen months after the 
parliament set out to create 
a new constitution, replacing 
the often self-contradictory 
one drawn up in 1948, 
several of the principal party 
leaders acknowledged that 
the reform process was dead. 

In one of the biggest blows 
to the coalition government 
since it came to power in 
May 1996, Silvio Berlusconi, 
the leader of Forza Italia, 
refused to reverse his 
opposition to a fundamental 
feature of the constitutional 
reform relating to powers of 
the Italian president 

The Populist party (PPT), a 
group of ex-Christian 
Democrats who are in the 
ruling centre-left coalition, 
made a last-minute attempt 
to mediate with Mr 
Berlusconi. 

But the attempt fell 
through after Forza Italia 


rejected the move. 

"It is better to take note of 
the fact that the distances 
cannot be breached, that 
parliament cannot reform 
itself.'’ said Giuseppe Pisanu, 
Forza Italia's leader in the 
chamber of deputies. 

Gianfranco FinL, the leader 
of the rightwing National 
Alliance, who has been a 
firm supporter of the reform 
drive, was also pronouncing 
the last rites over the 
process. 

“There is no room, no 
hope and no reasonable 
possibility of concluding the 
reforms." he said. “The 
political conditions are no 
longer there." 

Massimo D’Alema, the 
leader of the Democrats of 
the Left (DS) and the driving 
force behind the reforms, 
said that a “grave mistake" 
had been committed, “one 
with implications for all 
political forces." 

Although the 

make-or-break issue last 
night was over the powers of 
the president, the real 
stumbling block all along 
bas been reform of the 
judiciary. 


Mr Berlusconi, who feces a 
number of corruption 
allegations, had long Insisted 
that he would not back 
the reforms unless they 
watered down the powers of 
Italy’s prosecuting 
magistrates. 

Because of his personal 
interest in the issue, 
the government parties have 
felt unable to meet this 
demand 

At present, the collapse of 
the reforms is not being seen 
as the precursor to a wider 
political crisis that could 
lead to early elections. 

Romano Prodi, prime 
minister, has always insisted 
that the constitutional talks 
are self-contained and that 
the ruling executive has a 
major programme of 
economic reform to carry 
out. 

But last night’s 
development - raises 
questions about whether 
Italy will ever manage to 
complete the constitutional 
and electoral reforms that it 
badly needs if it Is to carry 
out painful economic 
changes over the next few 
years. 
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PENSION FUNDS DIRECTIVE ATTEMPT TO SMOOTH WAY FOR LIBERALISATION MEASURES 


Monti to drop tax proposals 


By Jane Martinson, 
investment Correspondent 

The European Commission 
is set to drop tax proposals 
from its planned directive on 
pension fluids in an attempt 
to guarantee success for 
other liberalisation mea- 
sures. 

Decisions an tax proposals 
require unanimous agree- 
ment among the 15 member 
states of the commission. 
Other matters - including 
the crucial issue of the lift- 
ing of investment restric- 
tions — simply need a quali- 
fied majority vote. 

Mario Monti, single mar- 
ket commissioner, said yes- 
terday: "1 believe we should 
not insert tax provisions in 
the directive since tax mat- 
ters have the mixed blessing 


of the unanimity rule." 

Instead, he intends that a 
taxation policy group made 
up of senior national minis- 
tens should discuss the issue. 
They could do so at their 
sad meeting in July. 

The decision to shelve tax 
recommendations from the 
proposed directive comes 
several weeks after tire Euro- 
pean Court of Justice ruled 
on the Safir case, which cen- 
tred around the taxation of 
life insurance products. The 
judgment was hailed by 
some pension consultants as 
a breakthrough for compa- 
nies which wanted to estab- 
lish pan-European funds. Mr 
Monti yesterday welcomed 
the court's decision. 

Members of the pensions 
industry believe the Com- 
mission could be content to 


let the court deal with the 
thorny issue of taxation, 
especially if a planned test 
case on pan-European pen- 
sion hinds is put forward by 
multinational companies. 

The proposed pension fluid 
directive, which has to gain 
commission approval before 
being put to member states, 
is the third to tackle invest- 
ment restrictions in Europe. 

Mr Monti believes that 
such restrictions are a seri- 
ous bar to the establishment 
of a single market and an 
efficient capital market. The 
removal of the restrictions 
would end some of the barri- 
ers to equity investment in 
Germany, for example. 

One issue to be tackled by 
the directive is the creation 
of a level playing field for 
different providers such as 


insurance companies and 
pension funds. 

Speaking after a two-day 
visit to financial institutions 
In London, Mr Monti said: 
“There should be some pru- 
dential level playing field 
between pensions and insur- 
ance companies and other 
financial institutions that 
provide effectively tire same 
product" However, he said 
the commission would listen. 
to all sides of the argument 
before drafting its proposals. 

Mr Monti held out little 
hope that proposals for a 
minimnm tay on European 
savings would be changed, 
despite severe criticism from 
investment bankets. He said 
alteration would lead to a 
lack of co-operation an other 
issues such as investment 
restricti ons . 



Kosovo 
leader 
warns of 
massacre 


By Laura SBier at the 
(lofted Nations is New York 


Ibrahim R ugova, the 
political leader of ethnic 
Albanians living under Ser- 
bian rule in Kosovo, has 
called far the .world to inter- 
vene to halt the violence in 
the province and to step up 
its support for the Albanian 
population. 

Serb forces yesterday 
sealed off the western part of 
Kosovo after thousands of 
ethnic Albanians fled a new 
offensive. Dozens of people 
have been killed in the past 
two few days as Serb forces 
continued their campaign to 
stamp out the separatist 
Kosovo Liberation Army. 

Mr Rugova spoke of his 
fear tha t a “dangerous situa- 
tion on the ground in Kos- 
ovo" would end in a massa- 
cre-in the province after a 
five-day ' visit to the US, 
where he met President Bill 
Clinton and Madeleine 
Albright, US Secretary of 
State. Mr Rogova, who advo- 
cates independence for Kos- 
ovo from Yugoslavia, said he 
was seeking a “concrete 
international presence" In 
the province, where Alba- 
nians outnumber Serbs by 
about nine to one. 

Senior United Nations and 
US officials stressed the sym- 
bolic importance of a visit 
aimed at bolstering Mr Rogo- 
va's position both among 
ethnic Albanians and at the 
bargaining table with Slobo- 
dan Milosevic, Yugoslavia's 
president 

However, Mr Rugova 
stopped short of c ondemning 
the Kosovo Liberation Army, 
a shadowy paramilitary 
group fighting for Kosovo's 
independence. Western 
states seem to have mu ted 
requests that Mr Rugova 
publicly distance himself 
from the KLA because they 
fear he would lose ground to 
more radical leaders if he did 
so. 

Senior western officials 
said the meeting with Mr 
Clinton meeting was a 
“reward" for Mr Rugova. 
who held talks in Belgrade 
last month with Mr Milos- 
evic. Officials are working to 
develop a plan to stabilise 
Kosovo amid fears that vio- 
lence could engulf neigh, 
bouring Macedonia. 

The US has invested con- 
siderable efforts in the to Iks 
but continuing violence has 
dimmed hopes of rapid prog- 
ress on achieving a settle- 
ment 

At UN headquarters in 
New York on Monday, Mr 
Rugova asked Kofi Annan, 
UN secretary-general to des- 
patch a human ri ght* mi* , 
sion to Kosovo. Mr Rugova 
urged measures to prevent 
the escalation of violence, 
such as making Kosovo an 
international protectorate. 

A UN official speaking on 
condition of anonymity, said 
the half-hour meeting was 
meant as an endorsement erf 

Mr Rugova, adding that the 
UN would have difficulty 
deploying UN h uman rights 
monitors unless Mr Milos- 
evic endorsed the mtatip n 

But diplomats and observ- 
ers fear that indep endence 
could mean the demise of 
Macedonia, where Albanians 
comprise about 25 per cent 
of the 2 m population. The 
Albanian population would 


not stand by If fighting esca- 
lated, potentially setting the 
stage for a wider conflict 
which would possibly draw 
in Greece and Turkey. 


NEWS D IGE ST 
IONIAN BAN K SELL-OFF 

Bank strike brings out 
splits in Greek government 

£52; as underlined wo™** 
amina Socialist party over the privatisation of Ionian Bank^ 
SmJSnaS ministefs have criticised the government -s 
handDno erf a three^week strike by Ionian emp loyees . 

Mr Papoutels, a member of the Socialists central cttfrmrt- 
tee, said the government should not have used rtotpolice to 
break up demonstrations by bank and transport workers. 

Many Ionian workers have defied a court rating that the walk- 
out was Siegel. „ ... _ . 

Mr Pangalcs told a Greek television channel: "Mr Papouls® 
should use hte brains. If he's so anti -European in his vie ws. ^ 
what is he doing in Brussels?” Improving the banking sectors 
efficiency is seen as Important step in Greece's bkJ to achieve 
membership of the European single currency by 2001. 

Bank iffrion representatives resumed talks yesterday with 
Yanrtos Papantoniou, economy minister, to resolve the dls- 
puts over Ionian's safe. The government says it will stick to its 
privatisation timetable and sen a 51 per cent stake In the bank 
next month. Kerin Hope, Athens 

AEROSPATIALE 


Fugitive flown home to trial 

The fugitive financier, Werner Rey, arrived home yesterday to 
face fraud charges in Switzerland over the collapse of his 
business empire in 1991. He arrived at Zurich's international 
airport on a private jet from the Bahamas, accompanied by a 
Swiss prosecutor and two police officers, officials said. He 
was taken to jail in Berne. 

Mr Rey had spent two years in a Nassau jaB fighting Swiss 
efforts to bring him home, but agreed on Sunday to accept 
extradition and try to dear hi s name in a Swiss court 
■ Mr Rey, whose flamboyant style once shook up the stakJ 
Swiss business establishment, had fled to the Bahamas In 
early 1992 when a warrant was Issued for his arrest after his 
Omrrf Holdings folded, leaving massive debts. After over two 
years of wrangling between legal and police authorities in the 
two countries, the Bahamas govern merit approved his extrac- 
tion last Thursday. 

The financier feces fraud and other charges that could bring 
him a sentence of up to 15 years in jail If he is found guilty, 
legal sources say. 

When Omni Holdings collapsed, it left debts of between 
SFr3br>-4bn (now $2bn-$3bn). Reuters, Zurich 


AUSTRIA’S FREEDOM PARTY 

Former official arrested 

A former top official of the Austrian Freedom party was 
arrested yesterday on embezzlement charges in connection 
with a financial scandal that has engulfed Europe’s most suc- 
cessful far-right party. 

Bernhard Gnatzar, the former provincial chairman of the 
Freedom party in Lower Austria, was taken into custody after 
he stepped off an aircraft that brought him home from a hoft- 
dayln Mauritius. He is alleged to have taken a SchlOm 
(5800,000 ) bank loan for his party and handed the money to 
Peter Rosenstmgl, a fugitive parliamentary deputy who left 
behind at least Sch200m in bad debt 
Mr Gratzer and other office holders from Lower Austria 
were kicked out of the party last month as Its leader, Jdig 
Haldentried to Brnlt the political damage. But the constant 
revelations about financial misconduct by key paly officials 
have taken their ton. In the latest opinion poll, the Freedom 
party slipped from a 25 per cent rating to 19 per cent, fts 
worst showing In many years. Eric Frey, Vienna 

TURKISH COURT 


Internet user sentenced 

ATistagi rourtgave a teenager a 10-month Suspended jafl 
sentence tor using toe internet to criticise rough police treat- 
°l? ihd pratesters - a court official said yes- 
1®^?° ^ Ersoz, 18. was charged with 

StatB - aecurit y forces" after comments he 
on ' urk nefs online daily forum last December. 
™e«*E®wBs foe first to pft internet users against Turkish 
fracfittonaWy brook little dissent The 
daily. Radifcat. said Mr Ensoz signed off using his 
and was then reported to the 

SS S,^TJf er -„ Mr Eraaz ** hte online com- 

^cajed pubfic. since the site was open 

St r SBW- Mr Ersoz was taking 

P 01 * 00 treatrT * 3nt of a group of blind 
g^Pf^H^against potholes in pavements In Ankara. 
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Paris to keep majority stake 

The French government said yesterday that It would mai ntain 
a majority stake In Aerospatiale, the state-owned aerospace 
group in which It has agreed to open the capital to outside 

Investors. . 

Alain Richard, defence minister, said In an intervie w in t he 
newspaper liberation that Aerospatiale coirid consolidate 
partnerships with other groups, reinforce fts capital base and 
allow employees to become shareholders without the need for 
the government to become a minority shareholder. 

He defended the role of foe French state as shareholder In 
the group, without which he said that the aerospace industry 
would not exist More attention should instead be given to foe 
importance of large shareholders In determining the balance 
of power within the group In foe future. 

He indicated hte support for the French defence groups 
Oassauft and Lagaddre to take stakes in Aerospatiale if they 
were willing. 

Mr Richard also expressed in confidence foe restructuring 
of Giat Industries, the state-owned tank and armaments man- 
ufacturer. and indicated the possibility of partnerships with 
other European partners try partly privatising some of its 
operations. Andrew Jack, Paris 
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Probe into ABB subsidiary 

8 ™P ABB asm Brawn 

' documents at our offices.- said ABB. 

rcSSd ^ Authori ty said it had 
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EUROPE 


-P° T ED G0LD sp AlN, PORTUGAL, SWEDEN A ND TURKEY ALLEGED TO H AVE PLAY ED CRUCIAL ROLE IN SUSTAINING NAZI WAR EFFORT 


Neutrals respond coolly to US claims 


By Onr European staff 




European countries that 
were neutral in the second 
world war gave a coo] 
response yesterday to a US 
report which suggested they 
tad played as crucial a part 
as Switzerland in sustaining 
the Nazi war effort. 

Spain rejected the US 
State Department's allega- 
tions that it had been paid 
for supplying war materiel to 
Nazi Germany with gold 
plundered from Jews during 
the war. “Spain’s record was 
impeccable, and we stand 
wholly by the findings of our 
own commission into the 
matter,” said Abel Matutes, 
the foreign minister. 


Initial reports last year 
which linked Sp ain to the 
laundering prompted the 
government to appoint a 
team of historians, chaired 
by Enriqne MiSjiea Herzog, a 
Jew and former justice min- 
ister, to probe the issue. 

This commission told a 
Nazi gold conference in Lon- 
don in December Spain bad 
used dollars and sterling, 
earned in trade with the 
allied powers to pay for gold 
it acquired from Germany. 
Spain’s gold reserves were 
examined by the allies in 
1945 and a number of gold 
bars shown to have been 
robbed by Nazis from the 
National Bank of the Nether- 
lands were returned. 


KEY MATERIALS HIGHLY LUCRATIVE TRADE 


Germany’s war 
effort funded 
by plunder 


By Richard Woffle 
fa Washington 


ft 


After last year's damning 
study of the financiers 
behind the Nazi war 
machine, yesterday's report 
by the US State Department 
charts how looted gold 
funded the highly lucrative 
international trade in vital 
war supplies. 

Across 200 pages of care- 
fully crafted historical analy- 
sts, the US government used 
its own newly declassified 
records to examine the role 
of five neutral countries - 
Portugal. Spain, Sweden, 
Turkey and Argentina. 

Gold plundered from cen- 
tral banks in occupied coun- 
tries - as well as the gold 
and valuables stolen from 
concentration camp victims 
- were exchanged for wol- 
fram. chromite, iron are and 
ball bearings. 

With the exception of 
Argentina, which supplied 
some precious metals and 
was a base for Nazi spies 
and assets, the neutral coun- 
tries sustained the Nazi war. 
effort beyond its natural life. 

However, the US govern- 
ment acknowledged the 
moral complexities -involved 
in the neutral countries’ war 
record. Most of them 
accepted more Jewish refu- 
gees than the US during the 
war. the State Department 
conceded. 

Nevertheless, yesterday’s 
report concludes that the 
neutral countries profited 
from substantial trade with 
the Nazis even at a late 
stage of the war. when they 
could no longer claim to be 
under threat of a German 
invasion. 

Many countries also prof- 
ited from the allies' efforts to 
buy raw materials "at exor- 
bitant prices" to stop them 
failing into the hands of the 
Nazis. 

Portugal and Spain sup- 
plied almost all of Ger- 
many’s supply of wolfram, 
used to process tungsten for 
steel in machine tools and 
arms. The US report says the 
trade cleared Spain’s debts 
from its civil war and pro- 
vided gold reserves until 
1958. It further quotes the 
Portuguese government as 
admitting in early 1 944 that 
ceasing exports of wolfram 


would shorten the war. 

Turkey supplied all of Ger- 
many’s demand for chromite 
ore, used to harden steeL 
This boosted its gold 
reserves from 27 to 216 tons 
by 1945. Sweden supplied the 
bulk of Germany’s need for 
iron ore to make steel, worth 
up to $22m of looted gold, 
much of which was returned 
to the allies after the war. 

The US government speci- 
fies that the neutral coun- 
tries in Europe accepted 
looted gold after 1942. when 
it was clear that Germany 
had exhausted its own gold 
reserves and was using gold 
stolen from central banks in 
occupied countries. 

Gold and valuables stolen 
from Holocaust victims also 
helped to finance the Ger- 
man war effort. Dresdner 
Bank and Deutsche Bank 
sold almost $lm of victims' 
gold on the Turkish free 
market far foreign currency 
which funded diplomats and 
agents in Turkey. 

As much as $80m of other 
victims' gold - worth $7D4m 
in current prices - was sto- 
len by the Ustasha regime is 
Croatia from Serbian, gypsy 
and. Jewish, communities. 
-Very'-little-cf- the. -gold has 
been recovered or traced. 

The US government called 
yesterday far greater open- 
ness in Croatia, Serbia , and 
the Vatican, which appears 
to have helped Croatian war 
criminals to escape after the 
war. - i. .- 

The report singles ont 
Switzerland for particular 
encouragement to “conduct- 
ing the most searching, 
national debate” of its own 
past It-also praises the Vati- 
can for publishing its state- 
ment on the “painful sub- 
ject” of the Holocaust earlier 
this year. 

In his foreward to yester- 
day's report, Stuart Eizen- 
stat, US under-secretary of 
state leading the investiga- 
tion into Nazi gold, called for 
further support for the sur- 
viving holocaust victims. 

“The goal of all this work 
is to help people while they 
are still alive," he said. 
“Time is running out for this 
belated justice to make a dif- 
ference as ageing Holocaust 
survivors die every week 
and every month. We must 
not wait any longer to act" 


Europe pressed 

on environment 


By Leyta Boulton, 
Emriro m ufflrt CotTBSpondatrt 




European environment 
..ministers will be *°M * ate ^ 
this month that they must 
do more to ensure their envi- 
ronmental policies in fact 
help the environment. 

A report by the Copen- 

- hagen-based European Envi- 
ronment Agency says Just 
one out of 12 problem areas 

- - the risk of industrial and 
other accidents - gas 
improved over the past five 
years. 

Derek Osborn, agwey 
chair man, said: "Countries 
Bke to say that things _are 

- getting better. But the mes 
sage is that got to 
redouble our efforts. We ve 
done a lot but not enwwji- 

'■ The report is 
stiffen respect to the envi- 
ronment as the European 
Union takes on new 
beta from the 
.bloc. It Will be submitted on 
/. June 23 to an unprecedented 
.gathering of environ men t 
ministers from both eastern 
■and western Europe In 

Aarhus, Denmark. 

' . The 44 -country server 

stews; 


• Greenhouse gas emissions 
associated with climate 
change have fiallen 3 per cant 
in western Europe and 19 
per cent in the east only 
fhanta: to the UK's switch to 

gas-fired power stations and 

economic problems to east- 
ern Europe- 

• Sulphur emissions which 
cause “add rain" fell 50 per 
cent between 1980 and 199^ 
But summertime smogs and 
particulate pollution from 
vehicles mean air pollution 
remains a serious problem, 
particularly In southern 

Europe. ^ 

• Nature conservation mea- 

euresinthe westaret^ 

to stop a decline in protected 
species under threat from 
intensive agriculture and 
economic development. 

• The volume of rubbish 
produced in Europe is nsing 

St j£^important challenge 
for the agency Is 

A^tert 

£3Sff2SS5 

Sfto dE«a to I ’™ ove4 

jitr Osborix said- 


Portuguese officials said 
privately the Salazar war- 
time regime had made an 
Important contribution to 
the allied effort, a fact they 
say was gratefully recog- 
nised by Winston Churchill 
This support included the 
use of the Azores islands as 
an Allied air base as wed) as 
supplies of raw materials, 
including wolfram, textiles 
and fab conserves, giTnjj iar 
to those Portugal supplied to 
Nazi Germany. 

Salazar used foreign cur- 
rency Minings from wartime 
sales to Germany to buy 
gold from Switzerland dur- 
ing the war. In the 1960s. 
Portugal returned more than 
four tonnes of gold deemed 


by international agreement 
as the only looted Nazi gold 
that Portugal had received. 

Earlier this year, the gov- 
ernment created an indepen- 
dent commission to re-exam- 
ine Portugal’s role. U is due 
to present its findings in 
October. The Bank of Portu- 
gal has set up its own com- 
mission to re-examine the 
central bank’s role. 

Sweden’s government indi- 
cated that any new evidence 
presented in the Eizenstat 
report would be examined by 
a government commission 
looking into the country's 
wartime role and the han- 
dling of Jewish assets. For- 
eign ministry officials in 
Stockholm said the commis- 


sion would publish its find- 
ing later this year. 

Sweden's central bank has 
admitted it acquired almost 
60 tonnes of gold from Nazi 
Germany during the war. 
But it said it had found no 
evidence it was stolen from 
Holocaust victims. 

The Riksbank has 
acknowledged some of the 
gold was looted from the 
central banks of Belgium 
and the Netherlands, even 
though the allies had 
warned Sweden not to deal 
in property stolen from Nazi- 
occupied countries. 

Turkey’s government said 
it would Investigate frpsh 
claims that it received gold 
looted by Nazi Germany in 


payment far exports during 

the second world war. 

Necati Utkan. foreign min- 
istry spokesman, said a gov- 
ernment committee formed 
to investigate previous alle- 
gations that neutral Turkey 
handled gold stolen from 
Jews by the Nazis would 
reconvene to examine the 
Eisenstat report's findings. 

Mr Utkan said: “We have 
nothing to hide. Turkey can- 
not be put in the same bas- 
ket as the other countries. 
We are very dear about this. 
We are not worried. The 
facts speak for themselves." 
• Reports by Tom Bums in 
Madrid. Peter Wise n: Lis- 
bon. Tim Burt m Stoclchalrr, 
and John Barham in Ankara 



Merging Swiss banks may leave New York 


By Join Anthers in New York 
and wasam Hafi in Zurich 


UBS and Swiss Bank 
Corporation are considering 
basing their US operations 
outside New York because of 
the threat that the state 
banking authorities will 
block their planned merger 
after political pressure over 
Holocaust victims’ dormant 
accounts. 


The banks need clearance 
from the New York Banking 
Commission before they can 
open an operation for tbe 
merged entity, to be known 
as UBS, in New York. But 
the commission, which 
meets once a month, has not 
yet even decided whether 
the merger will be on the 
agenda for its next meeting, 
due tomorrow. 

UBS and SBC, which 


announced plans to merge 
last December, are eager to 
complete tbe deal by the end 
of this month. If ft is delayed 
beyond then the two banks 
will be forced to issue sepa- 
rate profit statements and 
balance sheets for the six 
months to end June. 

Gertrud Erismann. UBS’s 
head of public altairs, said 
this would “show a wrong 
picture” of the positions of 


the two hanks. L’BS had 
transferred much of its secu- 
rities business to SBC. but 
was still carrying the costs 
in its own book. 

UBS said it would recon- 
sider its position after the 
meeting tomorrow. “We can- 
not wait for another half- 
year". said Mrs Erismann. 
who did no* rule out the pos- 
sibility that the group would 
move its business activities 


to the neighbouring suite of 
Connecticut, where Swiss 
Bank Corporation has 
recently opened ns new ir.nl 
inu Hcmr 

The New York State Bank- 
ing Department announced 
in March it nffici.ilh opposed 
the merger. It was backed by 
George Pntnki. state gover- 
nor. who appoints most n un- 
mission members, and 
Alfonso d* Amato, chairman 


uf the Senate banking com- 
mittee. 

Elizabeth McCaul. the act- 
ing banking superintendent 
for New York, said: "1 du net 
licit eve (hat the proposed 
merger sltoulri he approved 
unless and until both SIR’ 
and UBS give the deposits 
Nick to their righttul owners 
and heirs.” 

This process is likely to 
take mam more months. 
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If you invest 


Siebe's record profits are certainly worth a closer look. 


Preliminary results for the year ended April 4, 1998 


Turnover j£m) 


Pre-tax Profit (£m) 

Earnings per Share (pence) 
Dividend per Share (pence) 


1998 

1997 

% change 

3/670^2 

3,005.3 

up 22.1% 

486.4 

424.1 

up 14.7% 

62.0 

54.1 

up 14.6% 

16.2 

14.7 ! 

up 10.2% 


?ALrS 73FMD 


EARNINGS PER SHARI 





a 4 .'97 

97. '98 








TN> M- rtOTOT . »Wi tits bewr ptywd By VC H 8m stta tw»xafc*ty ct PIC. has been by iQewwi Banwn SwwrtW irn&i troflulaad &t V* Saamscs and Fifenoe Auffwrty Lnftedi Wx trw pwpckw d Saciqi S? oHIm Franctf Swwew Ad T9W. 


'We ci ro paf!ici;‘ariy pleased the? c-cmir-as aer shce were up by i-A 6 G and ir.ci underlying EPS, without adverse translational 
exchange rales, irvrrecseci by 22 . 6 %. The Group’s srratecy or establishing itself os o globe! Controls ana Automation 
company was 'e nforced c-y Nriher acquisitions during the year and this recused policy wi!i continue in the coming years. 
We c-voect the North American end United Kingdom econonves to remain strong and Confinentci Europe is recovering weii 
Tbe Far East remains c corcem; ana we ore monitoring our operorion-s in tee region very closely. Based on Inis outlook v/s 
aie confidant mot 1998 / •. 9°9 w-m be- another successful year for the Group' Sir Philip Beck, Chairman. 


■re Si- iui A: 
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St P6tar*s in VMlcan City: the US gove rnmen t has called for greater 
openness by (be Vatican H -Mtne Fhc to 
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ASIA-PACIFIC 


ECONOMY GROWTH ESTIMATES DOWN, UNEMPLOYMENT AND INFLATION UP 

Indonesia forecasts slashed 


By Gwen Robinson and Sander 

Thoenes hi Jakarta 

New figures on the 
Indonesian economy have 
confirmed fears that political 
upheavals leading to the res- 
ignation last month of for- 
mer President Suharto accel- 
erated the country's 
economic tailspin. 

Bleak first-quarter figures 
on unemployment and Infla- 
tion and a rapid contraction 
in gross domestic product 
yesterday forced economists 
to slash forecasts for the 
year. 

The news came as the 
Indonesian rupiah continued 
its slide, reaching 11,500 to 
the dollar yesterday, and 
international creditor banks 
entered their second day of 
talks in Frankfurt with Indo- 
nesian officials on reschedul- 
ing the country’s private 
debt, estimated at more than 
SSObn. Resolution of the debt 
issue is critical to Indones- 
ia's economic restructuring 
efforts. So far. however, the 
two sides bave been unable 
to agree on a Formula. 

Ginanjar Kartasasmita. 


co-ordinating minister for 
economics, finance and 
industry, said yesterday that 
negotiators would first try to 
reach an agreement on 
resumption of trade financ- 
ing by international banks, 
in return for settlement of 
more than $500m in arrears 

of commercial banks, debt 
which has been guaranteed 
by the government. 

Economists said one of the 
few positive economic devel- 
opments was the move by 
B.J. Habibie, the new presi- 
dent, to appoint a team of 
three senior economic advis- 
ers. 

Two of the three econo- 
mists. W|]oyo Nhisastro and 
AH Wardhana. were advisers 
to Mr Suharto but were 
widely respected for their 
role in the country's earlier 
economic development. Both 
men opposed Mr Suharto's 
currency board proposal late 
last year to peg the rupiah to 
the US dollar and were 
largely ignored by the for- 
mer president in recent 
years. The third adviser, 
Frans Seda, was a cautious 
critic after leaving his post 


as finance minister in the 

1970S. 

The government said yes- 
terday that unemployment 
this year would reach 15.4m, 
about 17 per cent of Indones- 
ia's workforce of 90m. on the 
likelihood of further corpo- 
rate failures. Gross domestic 
product contracted 6-21 per 
cent in the first quarter com- 
pared with the same period 
last year and is likely to con- 
tract by more than 10 per 
cent in 1998, exceeding ear- 
lier forecasts of 4 per cent, 
the bureau of statistics said. 

Monthly inflation in May 
was 5.24 per cent, bringing 
year- on-year inflation to 
about 52 per cent. 

Meanwhile, the Interna- 
tional Monetary Fund said 
Indonesia could return soon 
to Its economic reform pro- 
gramme. which is linked to 
the IMF-sponsored $43bn res- 
cue package. Stanley 
Fischer, the Fund's Asia- 
Pacific director, told a sym- 
posium in Tokyo that an 
IMF mission would return to 
Jakarta in the nest few days 
to resume discussion on a 
review of the programme. 



This notice is important and requires your immediate attention. If you are in any doubt about the action you should take 
you should consult immediately your stockbroker, bank manager, solicitor, accountant or other professional adviser 
authorised under the Financial Services Act 1986. 

US$150,000,000 Floating Kate Capital Notes due 2001 

issued by 

BARINGS BV 

(in liquidation in The Netherlands) 

in January and October 1986 

guaranteed by 

BARINGS PLC 

(in liquidation in England) 

NOTICE IS HEREBY GIVEN that a meeting (die " 1 986 Noteholders Meeting") of the holders of the above-mentioned 
notes (the "1986 Notes”) is convened for the purpose of considering and, if thought fit, approving modifications to the 
terms of the 1 986 Notes and the 1 986 Trust Deed (as defined in foe Circular r eferred co below) to implement foe 
Proposals (as defined and described in the Circular). The Proposals relate to a proposed scheme of arrangement between, 
among others, Barings PLC (the guarantor of foe 1986 Notes) and foe 1986 Trustee (as defined in foe Circular). The 
terms of the extraordinary resolution to be proposed at the 1986 Noteholders Meeting are set out in foil in foe Circular. 
The 1986 Noteholders Meeting will be held at 2.00 p.m. on 6th July, 1998 ax The Insurance Hall, 20 Aldennanbury, 
London EC2V THY (or, if later, on the conclusion of the preceding meeting convened for char day referred to in a circular 
dated 2nd June, 1998 (the "Circular'*) detailing foe Proposals). 

Circulars will be distributed through Eoroclear and Cedel Bank. Persons with an interest in 1986 Notes held 
outside Euro clear and Cedel Bank may obtain a Circular by telephoning Ernst & Young (Stephen Harris or Vivienne 
Oliver) on telephone number 01 7 1 931 4327 or0171 931 3 120 during normal working hours. 

This notice is issued pursuant to foe provisions of foe 1986Tnist Deed. A summary of foe arrangements which have been 
made for foe purpose of voting in respect of foe extraordinary resolution is set out below. 

If the extraordinary resolution is passed, die rights of die holders of the 1986 Notes may be fundamentally 
altered. 

VOTING ARRANGEMENTS 

The following is a summary of foe arrangements which have been marie for the purpose of voting is respect of foe 
extraordinary resolution to be proposed at foe 1986 Noteholders Meeting. These arrangements satisfy foe requirements 
of foe provisions contained in foe 1986 Trust Deed relating to meetings of holder* of 1986 Notes convened for the 
purpose of passing an extraordinary resolution. Full details of these arrangements, and the action to be wikm by 
investors in 1 986 Nodes, are set out in die Circular. 

The 1986 Notes are in bearer definitive form. A bolder of 1986 Notes for foe purpose of foe 1986 Noteholders Meeting 
is a person who is a bearer of a 1986 Note. Where 1986 Notes are held through foe clearing systems operated by Euroclear 
or Cedel Bank, foe holders of those 1986 Notes for the purpose of foe l986NoteholdersMeetingare foe depositaries who 
hold those definitive 1986 Notes in safe keeping for Euroclear and Cedel Bank. In ves t ors in 1986 Notes who hold their 
interest in 1986 Notes through Euroclear or Cedel Bank should convey their instructions to their Account Holder as 
described below. 

1 . Completing a Voting Instruction Form: 

Votes attributable to 1986 Notes may be cast either by attending and voting at foe 1986 Noteholders Meeting (or by 
appointing someone else to do foe same) or by instructing foe votes to be cast in a specified manner in your absence. The 
Circular is accompanied by a Voting Instruction Form. Investors in 1986 Notes should complete this form to elect 
whether to: 

(A) attend and vote at the 1986 Noteholders Meeting (or appoint someone else to do foe same), in which r31 ^ the person 
attending the 1 986 Noteholders Meeting must complete and submit a Vbting Instruction Form to apply fora Voting 
Certificate as described in 2 below; or 

(B) instruct a Paying Agent (as defined bdow) co arrange for the rotes attributable to foe relevant interest in 1 986 Notes 
to be cast in a specified manner in their absence, in which case foe person giving foe instructions must complete and 
submit a Voting Instruction Form for inclusion in a Block Voting Instruction as described in 3 below. 

Voting Instruction Forms should be completed and submitted as described below in sufficient time for Account Holders 
to forward details of them to Euroclear or Cedel Bank (as appropriate) bv dose of business (local time) on 30fo June, 
1998. 

2. Attending to vote in person: 

If you wish to attend and rote at foe 1986 Noteholders Meeting La person, or to nominate and appoint another person to 
attend and rote at foe meeting in person on your behalf, you must produce at foe 1986 Noteholders Meeting a Voting 
Certificate which has been issued by one of the paying agents for foe 1986 Notes (foe 'Paying Agents") in respect of foe 
1986 Notes on which you wish to vote. 

To obtain a Voting Certificate from a Paying Agent, you must complete foe relevant section of your Voting Instruction 
Farm, and submit it to your Account Holder, who will forward foe details of your instructions to Euroclear or Cedel Bank 
as appropriate. (Alternatively, if the 1986 Notes in which you have an int eres t are nor held through Eurodear or Cedd 
Bank you should submit foe completed Voting Instruction Form to a Paying Agent together with your definitive 1 986 
Notcs.l In all cases foe relevant 1 986 Notes must be deposited or held with or to the order of a Paying. Agent not later than 
48 hours before the rime appointed for the 1 980 Noteholders Meeting. Where 1986 Notes are held through Euroclear or 
Cedel Bunk. Euroclear or Cedel Bank (os appropriate) will Of instructed) arrange for this to be done. 

The Paying Agent mil then issue a Voting Certificate to the person specified in foe instructions contained in your Voting 
Instruction Form. The bearer of the Voting Certificate is entitled to attend and voce ar the 1 9S6 Noteholders Meeting in 
respect of foe 1 086 Notes represented by that Voting Certificate. Voting Certificates will be valid until foe relevant 1986 
Notes are released by the Paying Agent and until then the bearer of any Voting Certificate will, for all purposes in 
connection with the 1986 Noteholders Meeting, be deemed to be foe holder of foe 1986 Notes to which the Voting 
Certificate relates. 

If the 1986 Notes in which you have an interest are not held through Euroclear or Cedel Bank, you can either apply for a 
Voting Certificate by completing and submitting a Voting Instruction Form as described above, or you can produce at the 
198b Noteholders Meeting the definitive 1986 Notes themselves. In this case, you would not need to complete a Vo ting 
Instruction Form or apply for a Voting Certificate. 

3. Arranging for voces to be cast in your absence: 

If you arc entitled but do not wish rc> attend and vote at the 1986 Noteholders .Meeting or to nominate and appoint 
someone else to attend and vote at the 1986 Noteholders Meeting on your behalf, you may instinct a Paying Agent to 
arrange for the votes attributable to any 1986 Notes in which you have an interest to be cast in a particular way, by 
instructing that Paying Agent to include those instructions in a Block Voting Instruction issued by that Paying Agent. 

To apply to include your instructions in a Block Voting Instruction issued by a Paying Agent, you must complete the 
relevant section of your Voting Instruction Form and submit it to foe Account Holder with Eurodear or Cedel Bank 
through whom your interest in 1986 Notes is held, who wiU forward the details of your instructions to Euroclear or P*riel 
Bank as appropriate. (Alternatively, if foe I9S6 Notes in which you have an interest are not held through Euroclear or 
Cedel Bank, you should submit foe completed Voting Instruction Form to a Paying Agent together with your d efini tive 
198b Notes.) In all cases, the relevant 1986 Notes must be deposited with or to the order of a Paying Agent not later than 
48 hours before die time appointed for foe 1986 Noteholders Meeting. Where 1986 Notes are held through Euroclear or 
Cedel Bank, Euroclear or Cedel Bank (as appropriate) will (if instructed) arrange for this to be done. 

The Block Voting Instruction issued by the Paying Agent will set out m ag gr eg a te how many votes are to be cast in favour 
of, and how many against, the extraordinary resolution and will appoint foe chairman of foe 1986 Noteholders Meeting 
to vote at foe 1 9S6 Noteholders Meeting in accordance with those instructions. Block Voting Instructions will be valid 
until the 1 986 Notes are released by foe Paying Agent and until then foe chairman (as foe proxy named in each Block 
Voting Instruction) will, for all purposes in connection with foe 1986 Noteholders Meeting, be deemed to be foe holder 
of the 1 986 Notes to which foe Blade Voting Instructions relate. 

At E. Mills Rutger Jan Grayf Sf ^|imm i4p gnninrk 

joint liquidator of Barings PLC in his capacity as curator (liquidator) of Barings BV 

as agent and without personal liability with out personal liability 

2nd June, I99S 

Principal Paying Agent 

KredierbankS-A. Luxembourgeoise, 43 Boulevard Royal, L-2955 Luxembourg, 

Atm: Martiale Lockman 

Tel: (352) 4797 52 1 5 Fax: (352) 4797 5270 Tdcx: 3418 KBLUX LU 
Paying Agents: 

Krtdietbank N.V., 7 Rue d'Arenberg, Credit Suisse First Boston, 8 Paradeplatz, 

B-1000 Brussels CH 8021 Zurich, Switze rland 

Attn: Roger Decamps Atm: Back Office Emissions 

Tel: (322) 422 6946 Fax:(322)4228143 Tel: (41 1) 33 5269 Fax: (41 1)33 4979 

Telex: 21207 Telex: 812412 CS CH 


Fischer. IMF may ba able to 
resume disbursement of funds 
'reasonably soon' 


Jobs go 
as China 
revamps 
railways 

By Jamas Kynge In Bering 


China is to embark on an 
ambitious plan to reverse 
the structural decline of its 
vast but creaking railway 
network by slashing jobs, 
reducing losses and raising 
capital expenditure. 

Fu Zhihuan, the new rail- 
way minister, said 850,000 
jobs were lo be cut by 2000 
as part of a drive to reduce 
accumulated operating 
losses of RMBlUbn ifl.lbn). 

This year the railways aim 
to reduce lasses to RMB1.2bn 
(£88m) from RMB4bn last 
year but whether this can be 
achieved as the economy 
slows is “some thing that 
keeps me awake at night”, 
Mr Fu said. The railways 
plan to break even in 2000, 
he added. 

The railway system over- 
haul and job cuts are part of 
a reform programme set out 
by Zhu Rongji, the premier. 
Unemployment, in the esti- 
mation of some economists, 
is set to become China's 
most serious problem over 
the next few years and could 
threaten social stability. 

Hu Aiigang, a leading 
independent Chinese econo- 
mist, estimates that up to 
13m people, or 6 per cent of 
the workforce, were unem- 
ployed last year - the high- 
est rate since the Commu- 
nist revolution in 1949. 
Official figures are signifi- 
cantly lower. 

Much foreign investment 
will be needed to turn the 
railways around, said Mr Fu. 
The ministry hopes that its 
plan to spend RMB250bn 
(£18.5bn) to lay 5£40km of 
rail over the next five years 
and RMBlOObn (£7.4bn) on 
locomotives and equipment 
procurement will induce 
more foreign companies to 
invest in China's rail and 
rolling stock sector. 

China has in the past 
ruled out allowing foreign 
companies to operate rail- 
ways. but Mr Fu said that 
allowing foreigners to enter 
build-operate-transfer agree- 
ments was now a possibility. 


HK plan to prevent 
further Asian crises 


RSKSK5 

Hocg Song has put forward 


a proposal to create an inter- 
national lender of last resort 
to help prevent recurrence of 
“sovereign liquidity” crises 
such as those in Asia. 

The proposal, outlined by 

Joseph Yam, chief executive 
of the Hong Kong Monetary 
Authority, in London yester- 
day, follows widespread criti- 
cism of the international 
community’s failure to antic- 
ipate foe scale of the As ia n 
financial crises last year. 


It also comes as the inter- 
national financial commu- 
nity, including the Group of 
Seven main Industrialised 
countries and the Interna- 
tional Monetary Fund, are 
looking at ways to improve 
“financial' architecture'' to 
cope better with such crises. 

“People everywhere - 
Including ourselves - have 
been tnkm aback by the vol- 
atility of capital flows under 
a liberalised financial sys- 
tem." said Mr Yam. “We 


solvency problems.’ 1 

The plan, put to govern- 
ments and international bod- 
ies, is the first concrete pro- 
posal from an Asian country 
since Japan proposed cre- 
ation of an Asian Monetary 
Fund last year. Japan's plan 
was marginalised after objec- 
tions from the US and others. 

Under Hong Kong's pro- 
posal, the World Bank and 
other multilateral institu- 
tions, such as the Asian 
Development Bank, would 
step up issuance of bonds. 
These would be bought by 
central banks with high for- 
eign exchange reserves such 
as the US. Japan and Hong 
Kong. Proceeds would be 
lent to economies with tem- 
porary liquidity problems. 

In turn, the World Bank 
would assume aQ credit risk 
associated with lending to 
the troubled economies. H 
would in effect act as a cen- 


tum global bond markets. 

"If Hong Kong had been 
asked to proride liquidity to 
Indonesia last year we might 
not have been very happy 
about the credit risk." said 
Mr Yam. "But if the World 
Bank had asked us for the 
money we would have been 
very happy to provide it.” 

Mr Yam said the IMF 
would continue to step in to 
prevent Insolvency of sover- 
eign countries and would 
continue to impose condi- 
tions in exchange for such 
rescue packages. 

But there would be a more 
equitable distribution of 
costs between lender and 
borrower under IMF rescue 
packages to minimise "moral 
hazard" (where lenders 
know in advance they will 
be bailed out of bad lending 
decisions). Mr Yam said 
there was a “growing con- 
sensus" to set up an arrange- 
ment along these lines. 


Japan to spend on jobs 


By Mchijro Nakamota to Tokyo 

Japan yesterday announced 
plans to deal with the sharp 
rise in unemployment, 
which hit a record in April 
of 4.1 per cent. The measures 
wpre agreed at a special cab- 
inet unemployment commit- 
tee, which met for the first 
time in two years. 

The convening of thp. com- 
mittee underlines the grow- 
ing concern within the gov- 
ernment over the sharp rise 
in people out of work : and 
reflects government efforts 
to take the initiative in deal- 
ing with unemployment 
before upper house elections 
in July. 

The ruling Liberal Demo- 
cratic party has been keen to 
boost spending on public 
works as a means of winning 
the support of * the 
construction industry, which 
employs about 10 per 
cent of the Japanese work- 
force. 

Among the short-term 
measures agreed, the gov- 


ernment will bring forward 
spending on public works 
projects, in particular in four 
regions where unemploy- 
ment in the first quarter was 
higher than the national 
average. 

The government will also 
promote jobs for older work- 
ers. disadvantaged by Japa- 
nese companies’ employ- 
ment patterns. Public 
financial support given to 
companies employing work- 
ers over 55 will be extended 
to cover companies that 
employ workers over 45. 

Troubled Industries will 
also be given financial sup- 
port to maintain employ- 
ment Under Japan’s system 
of national unemployment 
insurance, corporations in 
industries that face severe 
economic difficulties are 
paid to maintain employ- 
ment out of Insurance premi- 
ums. 

Koji Omi. head of the Eco- 
nomic Planning Agency, 
forecast yesterday that the 
already announced 


Yie.OOObn <$H6bn) stimulus 
package, which is focused on 
public works spending, win 
create at least 300,000 jobs 
and push gross domestic 
product up 2 per cent. 

• Japan yesterday indi-. 
cated it was ready to medi- 
ate between India and Pakis- 
tan in their dispute over 
Kashmir in an effort to pre- 
vent the escalation of 
nuclear weapons develop- 
ment by the two. Keizo Obu- 
chi, Japan’s foreign minister, 
said: “We are happy if Tokyo 
can serve as the venue [of an 
international conference] 
where efforts will be made 
for a peaceful resolution." 

■ There was no response 
from the Pakistani authori- 
ties to Japan's move. India is 
likely to resist fiercely any 
attempt to “internationalise" 
Kashmir, over which foe 
South Asian rivals have 
fought two of three post-in- 
dependence wars: 

Editorial c omment; Doomed to 
depression? Page 13 


India’s budget: a bold dash forward .pf^, 
retreat to the ‘Hindu rate of growth’? 


Tax and spend 
divides business, 
writes Krishna Guha 


HofcBng back rehxms:lm6anbatget199e~99 
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ashwant Sinha. India’s 
finance minister, staked 
his government's for- 
tunes on a dash for growth 
this week with a tax-and- 
spend budget, which 
included a big increase in 
public investment paid for 
by higher tariffs and excise 
duties. 

However, India’s business 
community was divided over 
whether it has foe right for- 
mula to reverse foe fall in 
growth from 7 per cent to 5 
per cent last year. 

“Retreat from the World," 
declared an editorial in 
India's Economic Times, 
which said the budget 
“marks discontinuity with 
the process of integration 
with the global economy ini- 
tiated in 1991”. 

Most industrialists wel- 
comed higher public invest- 
ment. “Spending on Infra- 
structure and housing will 
help increase demand,” said 
S. D. Kulkami, managing 
director of Larsen and 
Toubro. a construction 
group. The initial benefit 
would go to industries such 
as cement and steeL But Mr 
Kulkarni said consumer 
industries would ultimately 
benefit from higher growth. 
“Higher spending will also 
create incomes and have a 
multiplier effect," he said. 

However, some industrial- 
ists said spending on infra- 
structure might not deliver 
higher growth. “An insipid 
budget,” said Shekhar Datta, 
president of Greaves, a man- 
ufacturing company. “I do 
not think this is going to 
promote economic growth. 
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growth and spread benefits 
of higher spending across 
the economy. 

If private investment does 
not take off. hi gfiw public 
spending will simply provide 
a transfusion of public 
money to commodity indus- 
tries - with little im part qq 
growth. 

Rajesh Shah, president of 
the Confederation of Indian 
Industry, said foe budget 
was only a “be ginning " The 
government shoald match 
higher spending with legisla- 
tive reforms, including of the 
power sector, if it was to 
deliver growth, he said. 

He said moves to reform 


to growth in core industries 
this year - and a bigger 
boost to profits. But there is 
alarm, at the price India will 
pay - a new 8 per cant tax 
on most imports and other 
indirect tax rises, which win 
spur inflation and under- 
mine competitiveness. 

“Mr Sinha’s budget is a 
landmark one: it declares 
that foe reforms are over 
and we have returned to foe 
normal Indian political 
game." said Ashok Desai. an 
econmmsL The budget dis- 
Pkyed a worrying tendency 
to tinker with tariffs to help 
- at best 

picking winners' 


He said the budget bad India’s land laws and cor- teiSToJtTau^ dS! 
ng to boost the rency regulation, open up saurs/he sahL diD0 ' 


done nothing 
sectors which powered 
India's expansion in the mid- 
1990s - “the automobile sec- 
tor. the consumer goods sec- 
tor. mining and services". 

These industries will be 
hit by higher input costs as 
a result of tariff rises and 
foe imposition of excise duty 
on branded food products, 
tea and .chocolates. 

Industrialists agree, how- 
ever, that the acid test of Mr 
Sinha's budget will be the 
extent to which . public 
investment triggers a virtu- 
ous cycle, of private invest- 
ment - which could fuel 


insurance and lighten foe 
grip of the "inspector raj" 
were encouraging. Confi- 
dence, though, was fragile. 

New private investment 
may be constrained by exist- 
ing overcapacity. Industries 
such as cement can absorb 
higher demand without pot 
ting up new plants. There is 
certainty overcapacity," said 
Mr Kulkarni. But he said 
investment would pick up 
once existing supply was 
fully utilised. 

Economists said higher 
public spending would pro- 
vide at least a modest Snip 


Kumar Manga] am Birla 
“airman of the Aditya Birla 
group, said the new duty 
gives Indian industry the 
breathing space it requires 
m order to meet the chal- 
lenges of globalisation”. 

But others said the duty 

* ma ^ e il h ^er to 
adapt to global prices and 
““apete in exports. -ft win 

l™ t a , K ®. Indl ^ n companies 
lethargic and complacent " 
said Ann Sjnghvi, treasurer 


ing the new tax as a “tempo- 
rary” measure, to be with- 
drawn once capacity utilisa- 
tion improves. 

There are fears tha t foe 
new taxes may not bring in 
projected revenues - partic- 
ularly if growth does not 
pick up. The budget estimate 
of a fiscal deficit of 5.6 per 
cent assumes 6.5 per cent 
growth. 

Some bankers worry , that 
new tariffs also send out foe 
wrong signals. “There is 
nothing in the budget that 
encourages foreign direct. 
Investment,** said Deeppk 
Parekh. chairman of HDFCl 
a housing bank. Lower’ 
Inflows could put pressure, 
on the rupee.' which has- 
sunk to successive -jaws, 
against the US dollar -in 
rocent. days. But Mri'Siziha 
believes -inflows will-rise ~ 
boosted by infrastructure 
projects and funds from. foe. 
non-resident Indian commu- 
nity. ' fW 

. “Hello Hindu’ \Rate- *of 
Growth." said Surjit-Bhafla, 
an economist. Rdtesfc- 
Mohan, director general bf 
Delhi’s National' Cbnnfcfl'.of 
Applied Economic Research. 


at Gufarat Arntn. 4 , ftppueo economic Researcn. 

StSSTt equally damnitig:^ 

rumoured to share these 
concerns, and favour treat- 


is don't expect the economy to 


so any place interesting in- 
foe foreseeable future." 
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MILLENNIUM BOMB CONGRESSMEN AND INDUSTRY CALL ON WHITE HOUSE TO PLAY BIGGER . ROLE IN RAISING BUSINESS AWARENESS 

Action on Year 2000 problem urged 


By Made Suzman in Washington 

Leading congressmen and 
industry analysts yesterday 
called on the White House to 
take a more active role in 
combating the Year 2000 
computer problem. 

Releasing a graded assess- 
ment or steps taken by 24 
federal agencies to solve the 
problem, Stephen Horn, 
chairman of a congressional 
subcommittee on govern- 
ment management warned 
that the overall rate of prog- 
ress was actually slowing. 
He said at least six federal 
agencies, including the 


Defense and Transportation 
departments, were unlikely 
to fix their computer 
systems in time. 

-It is time far the presi- 
dent to provide a wake-up 
call and designate the Year 
2000 problem as a national 
priority," Mr Horn said. 
“He’s got to. . . inform the 
people of this nation that 
this is a problem." 

The difficulty arises from 
the fact that many computer 
systems only use two-digit 
date systems. That makes it 
impossible for them to recog- 
nise whether “00" is 8000 or 
1900, so possibly creating 


serious problems far every- 
thing from air traffic control 
to th e hanking system. 

The report followed an 
announcement by John 
Koskinen. chairman of a 
presidential council looking 

at the problem, that the Jus- 
tice Department plans to tell 
businesses that cooperation 
to address Year 2000 issues 
will be exempted from anti- 
trust laws. 

Many companies have 
been reluctant to share strat- 
egies for dealing with the 
issue for fear it would be 
seen as Illegal collusion. 

However, there axe still 


serious concerns that many 
public companies are not 
making full disclosure about 
the potential effects of the 
problem on their business 
activities despite new guid- 
ance from the Securities and 

Exchange Commission 
requiring them to make for- 
mal reports on the matter. 

. Speaking at al conference 
on Year 2000 problems at the 
Centre for Strategic and 
International Studies, an 
independent think tank, 
Edward Yardeni, chief econ- 
omist at Deutsche Morgan 
Grenfell, warned that the 
vast majority of companies 


had foiled to provide compre- 
hensive Information on their 
progress in dealing with 
Year 2000 problems in their 
most recent SEC filings. 
“Most companies have inter- 
preted tills guidance very 
narrowly," he said. 

Bob Bennett, Utah Sena- 
tor. said he would hold a 
special congressional hear- 
ing later this month on the 
poor rate of corporate com- 
pliance with the new guid- 
ance and also called on Mr 
Clinton and Vice-President 
Al Gore to be more directly 
involved In raising public 
awareness about the prob- 


lem. “We seen to be having 
some difficulty get ting their 
attention." he said. 

Underlining the growing 
concern about the conse- 
quences of inadequate 
action, a new survey of the 
Washington DC Year 2000 
group, an organisation of 

over 2,000 professionals from 
gover nm ent industry 
working directly on the 
problem, found that TO per 
cent of respondents believed 
it would cause an economic 
slowdown. Over a third 
expected a deep recession 
and io per cent predicted a 
depression or worse. 


MEXICAN PRIVATISATION RODRIGUEZ SAEZ’S CAPTURE IN SPAIN 
RECALLS SUPERVISION CONTROVERSY AFTER BANK SELL-OFFS 

Fugitive banker 
extradited to face 
Banpais charges 


By Lssfe Crawford 
in Mexico Cfty 

Angel Rodriguez S&ez, the 
fugitive Mexican banker who 
allegedly left a S2hn hole in 
Banpais. the country’s 
eighth largest bank, was 
extradited from Spain this 
week to face trial on charges 
of fraud and embezzlement 
in Mexico. 

Banpais was the first bank 
to collapse during Mexico's 
financial crisis. When .cen- 
tral bankers intervened in 
March 1995, they uncovered 
multi-million-peso credits to 
companies owned by Mr 
Rodriguez S&ez, and fraud at 
Mexival, the brokerage 
owned by Rwnpata. 

Mr Rodriguez Sfiez, known 
as El Diomo ("divine") for 
his good looks, fled Mexico 
in 1996. Interpol caught up 
with him in Ibiza, fishing 
him out of the Mediterra- 
nean when he dived off his 
yacht in a final attempt to 
evade his pursuers. 

After fighting extradition 
for two years, he was 
deported in handcuffs from 
Spain on Monday. On his 
arrival in Mexico City, his 
lawyers obtained an injunc- 
tion to prevent his immedi- 
ate arrest He is due soon to 
appear before a judge who 
will either set bail or send 
him to jail to await trial. 

The son of a transport 
magnate, and a wealthy 
patron of the ruling Institu- 
tional Revolutionary' party 
(PRD, Mr Rodriguez S&ez is 
alleged to have used front- 
men to buy Banpais when it 
was privatised to 1991. Dur- 
ing his brief tenure as chair- 
man and president of Ban- 
pais, he is alleged to have 
raided the bank’s coffers for 
personal benefit. Mexican 
prosecutors say he borrowed 
S49m from one of the bank's 
subsidiaries in the Cayman 
Islands without telling bank 
supervisors or tax authori- 
ties. 

He is alleged to have 
bought Aseracx, a big state- 


owned insurance company, 
with Banpais funds. Accord- 
ing to court documents, he 
also financed at least two of 
his personal business ven- 
tures, Mexival Trading and 
Aero Transportacifin Comer- 
cial, with soft loans from Ms 
bank. 

“Mr Rodriguez S&ez used 
his position at Banpais to 
authorise credits to compa- 
nies in which he was a 
shareholder in the know- 
ledge that these companies 
had neither the financial 
structure nor the 


Bankers did not 
have to declare 
the generous 
loans they gave 
themselves 


capability to repay the 
loans." the attorney-gener- 
al's office said. 

The collapse of Banpais 
was followed by other bank 
failures, which exposed seri- 
ous deficiencies in the way 
banks had been supervised 
following privatisation. 
Bankers were not required 
to declare the generous 
loans they granted to them- 
selves or to their business 
associates. There was no 
attempt to curt) the explo- 
sion of credit wMcb followed 
privatisation. 

In addition to lax supervi- 
sion. critics of Mexico’s bank 
privatisations blame the gov- 
ernment for failing to screen 
buyers properly. A total of 18 
banks were sold in 1991 and 
1992 to the highest bidders, 
who often had Uttle or no 
experience in running finan- 
cial institutions. The privati- 
sations netted $12.4bn. but 
the cost of rescuing insol- 
vent banks in the wake of 
the peso crisis has risen to 
$65bn. or 14.5 per cent of 
1997 gross domestic product. 


Mr Rodriguez Sdez is not 
the only Mexican banker 
charged with fraud. Carlos 
Cabal Penicfae, another busi- 
nessman with political con- 
nections, allegedly plun- 
dered Unldn and Cremi after 
acquiring the hanks from 
the government in 199L Reg- 
ulators say Mr Cabal Pen- 
iche left a paper trail of 
fraudulent transactions 
when he left Mexico, to same 
haste, in late 1994. He has 
been a fugitive ever since 

Jorge Lankenau, Chairman 
and chief executive of Banca 
Confia, was placed under 
house arrest in October 
when banking authorities 
accused him of disguising 
more than $2bn of losses at 
his bank through suspicious 
fund transfers between Con- 
fia (which means "trust" to 
Spanish), its brokerage 
house and offshore compa- 
nies. He absconded from his 
home in Monterrey, evading 
a security cordon of 24 police 
officers, but turned himself 
in after a few days. He is 
awaiting trial in prison. 

Confia was one or three 
Mexican banks indicted two 
weeks ago to the US on 
charges of laundering money 
for Mexican drug cartels. 

The fraud and money-laun- 
dering scandals have led 
Congress to hold up a gov- 
ernment request to raise 
public debt by $65bn to pay 
for the banking bail-out 

Opposition congressmen, 
who control the Chamber of 
Deputies, suspect the pattern 
of fraud and plunder within 
Mexico’s privatised banks 
was more widespread than 
bank regulators have been 
willing to admit. They 
believe bankers were 
shielded from scrutiny when 
a central bank trust took 
over billions of dollars of bad 
loans to clean the balance 
sheets of ailing banks. And 
they say not a peso of tax- 
payers’ money will be 
authorised until Congress 



Jeny Brown, former Ca&fomfe governor and current Oakland mayoral hopeful, fret before voting 
y e st e rda y in a race he was heavily tipped to win against 10 other e e ntfrlat e t Reuters 

Both parties backing their 
most moderate candidates 


Voters in eight states were 
picking candidates yesterday 
in primary races on the 
busiest election day in the US 
90 for this year, AP reports. 

Californians were choosing 
candidates for governor and 
US Senate and settling the 
fate of two for-reaching ballot 
initiatives. One would require 
unions to get members' 
permission to spend dues on 
politics; the other seeks to 
ban bilingual education. 

The primaries in California 
and throughout the US could 
also prove critical to who 
controls the House next year; 
Republican and Democratic 


leaders alike were rooting for 
their most moderate 
candidates. 

In Alabama, Governor Fob 
James was in a five-way 
Republican race as he sought 
the nomination for another 
term; andmeedert.to get a 
majority of the vote to avoid a 
troubling run-off. Republicans 
worried that no matter who . 
won, their hold on the seat 
would have been weakened 
by a bloody primary. 

Hie Democrats' internal 
bathes were given voice In the 
Mississippi Delta cfistrict 
served by retiring RepubHcan 
Mike Parker. Many party 


leaders hoped a moderate, 
Ronnie Shows, could avoid a 
run-off with ettber of two more 
liberal opp on ent s . 

in California Gray Davis 
surged ahead in pre-election 
polls fo a Democratic 
gubematnrtt-raoe-that set^-- 
necords for spending. His' - 
traditional esnpaigrt had been 
overshadowed by the 
sari-financed efforts of a 
former airfine executive, Al 
Cheochi, and Jane Harman, 
both rmjiti-mBDonaires. 

Other elections were befog 
fought in Iowa, New Jersey, 
New Mexico, South Dakota 
and Montana. 


Venezuelan MPs may 
approve new tax soon 


By Raymond CoBD in Caracas 

The Venezuelan parliament 
may soon approve a law to 
introduce a value-added tax 
(IV A) Instead of a govera- 


has examined every detail of ment-proposed reform 


the rescue operation. 


CONTRACTS & TENDERS 


ANNOUNCEMENT 

The Central Bank of the Republic of Armenia announces an internatioaai tender 
for auditing the Financial Statements of the Central bank of the Republic of 
Armenia by an internationally accepted independent audit firm. The following 
information is required: 

• work experience of the firm of at least 10 years 

• experience of auditing central banks of CIS or Eastern European countries 

• presence of permanent representations in the Republic of Armenia or other 
CIS countries 

• auditing cost estimates 

• auditing terms and conditions 

• additional information about audit firm. 

The audit firm is requested to send an appropriate application accompanied by 
all necessary documentation in a sealed envelope. Tender submissions should 
be submitted to the Central Bank of the Republic of Annenia no later than 
30 July 1998. 

Your applications will be considered by the Central Bank of the Republic of 
Annenia Board in the light of the criteria above. You wiU be informed in writing 
on the results of the selection by 31st August 1998. 

Central Bank of the Republic of Annenia 

Nalbandian Street 6 

375010 Yerevan-10 

Republic of Armenia 

Tel: (374-2) 583841, (374-2) 580368 

Fax: (374-2) 151107 AT&T 

E-mail: cba@mboxatixiUink.iiet 

Contact Person: 

Head of Internal Audit Group 
Mr. Norekyan Andranik 


wholesale tax as part of a 
drive to cut widespread tax 
evasion. 

Congressional leaders also 
1 hope the tax reforms will 
boost the country’s noiK>fl 
revenues. 

Gustavo Tarre Brlceflo. 
bead of the congressional 
finance committee, said 
there was sufficient consen- 
sus to have the legislation 
approved before July 31, 
when Congress breaks for a 
long recess before Decem- 
ber’s presidential elections. 

The IVA would replace the 
wholesale tax (IVCSM), 
which has an estimated tax 
evasion rate of between 45 
and 50 per cent Congress 
would still have to define the 
level of the IVA but Mr 
Tarre suggested it could be 
lower than the current 16.5 


per cent IVCSM tax. 

Jorge Roig, a parliamen- 
tarian of the leftwing Causa 
Radical party, proposed a 10 
per cent IVA rate with the 
option for regional govern- 
ments to levy as much as &5 
per cent to addition. 

“This scheme not only 
reduces tax evasion, it would 
also introduce competition 
between states to attract 
business." said Mr Roig. 

President Rafael Caldera 
abolished the IVA upon tak- 
ing office in 1994. consider- 
tog It to be an excessive bur- 
den on consumers. 

It was replaced with a 
wholesale tax, whose harden 
it was thought would be car- 
ried mostly by business. 

His administration last 
month proposed raising the 
IVCSM to 18 per cent and 
broadening the tax base by 
lowering the threshold of 
taxable sales in an attempt 
to help plug a gaping budget 
deficit 

Critics say the govern- 
ment's tax authority, Seniat, 


has been unable to boost 
non-oil revenues signifi- 
cantly to real or inffotion- 
adjusted, terms. 

According to Gustavo Gar- 
cia. head of economic 
research at Congress, Seniat 
collected AJ3 per cent of gross 
domestic product to tax with 
a 12JS per cent FVCSM rate to 
1995 and only 4 2 per emit of 
GDP with a 16£ per cent 
IVCSM rate to 1997. 

At that level, says Mr 
Roig, the tax "should be rais- 
ing approximately 8 per cent 
of GDP”. 

The government cut 
expenditure by $L7bn follow- 
ing a drop to oil . prices . 
which' led to a revenue short- 
fall of $<L6bn to the 1996 bud- 1 
get 

Industry leaders last 
month said the elimination 
of ICSVM exemptions would 
have been preferable to the 
proposed tax increase. 

Seniat is to be reformed in 

the effort to improve tax col- 
lection and eliminate corrup- 
tion to the customs service. 
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Baby boomers plan to 
work on after retirement 

Generation, say trwy p** 


Sh over 65 who 

That compares wrthj^t a ^teased yester- 
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bom between 1946 anci part-time after they retire; 

-We cant Imagine anything «se, we - . . 

said Mr to r0tire from their present job tutby 

a 17 per cent 

^S^^Sitawaiter of boomers say they -do not expect 
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add 77m to the ranks of the retired, ap. Minneapolis 

US EFFORTS SNUB BED 

0AS may admit Cuba 

-me Organisation of American States has set ^eondHamto 
re-examine Cuba’s entry Into the 

keep Cuba off the agenda. Cuba^ re-entry waildd^w^an.. 
the island's progress fo promoting 

liberties as well as more protection of human rights , accord- 
ing to C6sar Gavfoa. OAS secretary general. Mexico ^ateo. 
made a formal proposal for the 34-member OAS to Study the 
issue during the organisation's tiveo-day meeting ^Caracas. 

the renewed debate is seen as an affront to the US. A - 
report by the Inter-American Human Rights Commission said 
the US policy of isolating Cuba “appeared not be the most 
appropriate way to create conditions for a peaceful and grad- 
ual transition to a pluralist and civil society” . 

Mr Gavkia also said the OAS was seeking to straamifoe fts 
operations end cut costs ahead of negotiations toward s an 
American Free Trade Area. Raymond Colitt, Caracas 


NEW PANAMA LAW 

US extradition over drugs 

An alleged member of Colombia's Cali drug trafficking cartel 
has been extracted from Panama to face trial fo the US, two 
days after Panama changed the law to allow the government 
to hand over foreigners to third countries. An indictment Jn the 
US charges Jas6 Castrilton Hsnao and 15 others wftft drug / 
smuggling and money laundering offences. Mr Castrifidg. 
Henao has been under arrest fo Panama since 1996 
a preliminary court hearing in April, a judge was 
rule soon on whether he should stand trial in Panama. tz[ ;’r 
Rogeflo Cruz, lawyer for Mr CastrflkJn Henao, said Jhcr.;^. - 
handover was made to prevent possible revelations in a Pan- 
amanian court that could have been damaging to figures In 
the administration. Shortly after Mr CastriUdn Henao's arrest 
two years ago President Ernesto Pdrez BaUadares admitted 
unknowingly accepting a campaign donation of $51 ,000 from 
.a company linked to him. -James Wilson, Panama . : 


GENERAL MOTORS , 

Talks on industrial action plan 

Union officials said yesterday they were continuing to negoti- 
ate with General Motors, the largest of toe US carmakers, 
about “streamlining productivity” at the Flint parts -stamping 
plant north of Detroit, ahead of threatened industrial action 
which could start as early as Friday. The talks have failed so 
for to make significant progress. 

The United Automotive Workers union, which represents 
3,400 employees at the plant, issued a five-day strike notice 
to toe company last week. The Hint Metal Centre, which 
makes parts far GM trucks and sport-utility vehicles, had - - 
been due to produce sheet metal panels for the company's 
newly engineered Chevrolet Silverado and GMC Sierra foil- 
sited pick-up trucks, which are scheduled to be launched 
shortly. GM has already responded to the strike threat by 
moving some of toe dies used to produce the metal parte. 

Part o f the dispute centres on GM's reluctance to replace 
workers who leave - part of a broader strategy fo reduce 
workforce ntmbers. The workforce fo Flint has already been 
reduced substantially over recent years, as production and 
other activities have been relocated. Nikki Tart, Chicago 

STREETS OF NEW YORK 

Food vendors prepare strike 

New York streetvendore, the latest victims of Mayor Rudolph 
Qiusanrs campaign to Improve the quality of life in New York 
Cfty^a^tod^expectod to hold a strike and demonstration 
to protes t at toe mayor's plan to banish them from large 
swathes of Manhattan. 

„T^1 to disrupt the Bating patterns of thou- 

sands of New Yorkers, whose day begins with a bagel and a 

0 str00t comef cart and is punctuated 
toaoafter with hot dogs, pretests and sodas that are bought 
and consumed on the hoof. 

throes ^ Pushing through new 
bttt0rt y fought by drivers, has 

KfESSMHteSw" ***** VBndora frow much of 

!ar 9® sections of midtown. 
o^^f^?S^l Scensed ** cft V and are as much a 
£ Y 2 k stieetsca P® as yellow cabs. But MrGlu- 

unhealthy, and cause 
^ ^Ity of We. 


SLIGHT APRIL FALL LONG TERM TRE ND POINTS TO ONLY VERY GRADUAL INCRE ASES NATIONWIDE 

Fears ease of surge in US house prices 


By fiarard Baker la Washi ng ton 

Fears of an unsustainable 
, surge in residential US prop- 
erty prices were damped yes- 
! terday with the release of 
| figures showing a drop In 
average prices paid for new 
homes in the year to April 
The Commerce and Hous- 
ing and Urban Development 
Departments reported that 
while new home sales were 
16 per cent higher than a 
year earlier in April, the 
median price paid actually 
declined by 1.5 per cent 
This price fall may have 
been exaggerated by the feet 
that most extra homes sold 


in April were in southern 
states, where prices tend to 
be lower. But the figures 
suggested the longer-term 
trend in house prices is one 
of only very gradual 
increases nationwide. In the 
first four months of the year, 
the median house price was 
just &2 per cent higher than 
in the same period last year. 

The sharp rise in the num- 
ber of home sales in April 


annualised rate of 888,000. to 
the south, purchases were 
up by 22 pa* coat, but in the 
rest of the country they 
dropped by 4J3 per cent 
Much toe been maria by 
some economists in the last 
few months of the recent 
sharp increase in property 
prices in some big cities - 
notably New - York, this has 
been cited as a sign the US 
may be experiencing a bub- 


yesterday showed a modest 
increase in the Index or lead- 
ing indicators in April The 
Conference Board, a private 
sector research group, said 
the index, a fairly reliable 
predictor a£ economic activ- 
ity in six months' time 
edged up by 0.1 per cent in 


fen, none has emerged as a 
dark cloud on the economy’s 
horizon,” said ftfirfiari Bol- 
din, the Conference Board’s 
director of business cycle 
research. Money supply and 
stock prices were the main 
contributors to growth. 

One other report y esterday 


^increase the month nmain bimish 6b0ut 


suggested the strength ofL. ble in asset prices, similar to 
domestic demand remained - the one -that has hurt Japan, 
impressive. But stripping But the national US figures 


out the south, sale contracts 
felL Sales rose overall by 53 
per cent in April from the 
previous month to a record 


paint a much less dramatic 
picture of modest house 
price mflatinm 
Other figures published 


The index is compiled 
from ID regularly published 
sets of economic data, 
including money supply, the 
average work week and 
unemployment insurance 
daims. “Whfie four of the la 
leading indicators actually 


ers remain bullish about 
toeir prospects aver the rest 
of 1999. The National Associ- 
ation of Manufacturers* 
annual survey of 10,000 busi- 
nesses with 500 or fewer 
employees found that most 
companies gy p w fl sales an< f 
profits to increase in 1998 
compared with last year. 
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IMF Rid for 
Zimbabwe’s 
reserves 


By Tony Hawkins In Karan 


The International Monetary 
Fund is to lend Zimbabwe 
$l75m in the form of a 13- 
month stand-by credit which 
will allow Harare to draw 
$52m immediately to replen- 
ish its depleted reserves. 

The agreement coincides 
with student protests which 
have underlined the coun- 
try’s continuing economic 
and political turmcnL 

The university of Zim- 
babwe in Harare was closed 
i n defi n itely yesterday, after 
several days of disturbances 
in which students have been 
demanding that grants be 
increased and that President 
Robert Mugabe tackle cor- 
ruption in his 18-year gov- 
ernment 

The IMF risks being 
accused of double standards 
in lending to Zimbabwe 
when it will not lend to 
Kenya, whose reform track 
record, albeit unsatisfacto ry, 
is arguably better than 
Harare's. 

The Fund would no doubt 
claim that the situations are 
different and that a 13- 
month stand-by does not 
carry the same weight of 
conditionalities as a three- 
year Enhanced Structural 
Adjustment Facility. 

Some believe the loan to 
be justified because tt may 
give the Fund - and the 
donor community at large - 
greater leverage over Zim- 
babwe than In the past. 

The loan is likely to stabi- 
lise the Zimbabwe dollar. 


which lost 10 per ce nt of its 
value In April but which has 
since steadied and was 
quoted yesterday at ZS17J5 
to the US unit On a trade- 
weighted basis, the Zim- 
babwe dollar has been deval- 
ued by a third ovtar the past 
year. 

The disbursement of 
future tranches will depend 
an the government's ability 
to meet agreed targets that 
have been greeted with a 
mixture of cynicism and 
amusement by economists 
and bankers, who question 
their credibility. 

With private sector 
employers granting wage 
awards in excess of 30 per 
cent, the government is com- 
ing under pressure to agree 
similar pay awards for teach- 
ers and civil servants, which 
if conceded would rule out 
any chance of mwtfng the 
budget deficit target 

Other threats to the bud- 
get include the student 
demands and the probability 
that the state will be forced 
to reimburse holders of 
allegedly fraudulently issued 
bills, which carry a govern- 
ment guarantee. 

The Fund says the imme- 
diate challenge lacing Zim- 
babwe is to replenish its for- 
eign exchange reserves to at 
least L5 months of import 
cover by the end of the year. 

Despite what it believes 
are “improved prospects”, 
Zimbabwe is facing a “sub- 
stantial financing gap” in 
1588 which could be partially 
filled by donor support 


New Congo 

ministers 

appointed 


Laurent Kabila, Congo's 
president, appointed 13 new 
government ministers yes- 
terday after purging his 
inner circle , of five cabinet 
members and placing them 
under arrest agencies report 
from Kinshasa. 

The cabinet was expanded 
from 27 to 37 ministers and 
included two new senior 
ministers of state, Pierre 
Victor Mpoy and Deo Gratias 
Bugera, Mr Kabila said. 

No explanation was given 
for the appointments *nd the 
new ministers were to be 
sworn into office in a private 
ceremony yesterday. 

Mr Bugera was a co- 
founder of the rebel move- 
ment that swept the presi- 
dent to power over the late 
dictator Mobutu Sese Seko 
in May last year. His 
appointment at the top of 
the government appeared to 
be a gesture toward ethnic 
Tutsis who spearheaded the 
rebels otL 

Some members of the 
Tutsi community feel they 
have been sidelined. 

Mr Kabila has attracted 
international condemnation 
for arresting journalists, 
political opponents and 
human rights activists since 
coming to power in a rebel 
takeover last year. 

The president has dis- 
missed the criticism, saying 
it originates from western 
imperialist Coes and aUlwc of 
the former dictator. 

Raphael Ghenda, former 
information wHwWjw and 
another close ally of Mr 


Kabila, was among five min- 
isters who have been 

detained at a government 

residence since last week 

The other four were CeJes- 
tin Lwanghy, Etienne 
Mbaya, Kambale Muiutulo 
and Kokombe Kitete. 

Asked about the reshuffle. 
Mr Kabila said earlier on 
Monday; “We want to have a 
more efficient team.” He was 
speaking to state television 
at Kinshasa airport on his 
retu r n from a three-day trip 
to Lub nmbashi Mr Kabila 
met Etienne Tsbisekedi, the 
internally exiled opposition 
leader, at a military barracks 
outside the southern city on 
Saturday. 

The meeting was the first 
between the two men since 
Mr Kabila came to power 
There has been no official 

gg planaHnm for the mefltrng 

with the popular former 
prime minister, which has 
been widely called for in an 
effort to resolve the political 
stalemate. 

Mr Kabila has co-opted 
several former dose allies of 
Mr Tshlsekedi into his 
administration, despite the 
latter’s continued criticism 
of what he perceives as the 
president's autocratic style. 

Potential lenders have 
linked aid to the impover- 
ished country to respect for 
human rights and demo- 
cratic reforms. 

Mr Kabila appointed 

minister for h uman rights — 

a development seen as 
strong signal to donors. • 



ILO pledge to 
fight child labour 

The head of toe International 
Labour Organisation (ILO) 
pledged yesterday to work to 
ensure governments around 
the world backed a new 
convention aimed at 
efiminating the worst forms of 
child labour, Reuters reports 
from Geneva. 

Michel Hansame, the UN 
agency's chief, spoke after 
participants in a six-month 
‘Global March against Child 
Labour? (MQwonastancflng- 
ovation at the start of the ILO 
conference at the UN's Palais . 
des Nations. 


N-tests raise Mideast stakes 


By Jody Dempsey hi Jensatan 

W hen India and 
Pakistan carried 
out nuclear tests 
last month. Israel failed to 
support the US, its staunch 
ally, in a call to impose sanc- 
tions on the two new nuclear 
powers. 

Instead, an undeclared 
nuclear power itself, Israel 
warned that such tests could 
encourage Iran to follow 
suit Iran is still perceived 
by Israel as the bSle noir, the 
greatest threat to Israel’s 
long-term security. 

Iran insists it has no 
nuclear weapons pro- 
gramme, but many Arab 
states take the view: if Israel 
can possess nuclear capabil- 
ity, why shouldn't they? 

Israel has been lobbying 
the Clinton administration 
and Congress to put pressure 
an Russia and China - two 
nuclear powers - to prevent 
the export or sale of nuclear 
material to Iran. 

But advisers to Benjamin 

Netanyahu. Israeli prime 
minister, believe that while 
Pakistan's nuclear tests 
were motivated by its rivalry 
with India, It coolri become 
possible for Iran to obtain 


Two killed in Tehran explosion 


An explosion kflled two people 
and Injured two others alan 
Islamic revolutionary court In 
Tehran yesterday. Iranian state 
television said, Reuters reports 
flrom Tehran. 

"In an explosion at the Tehran 
Islamic revolutionary court two 
people were martyred and two " 


people were toured," state 
television said, adding that the 
cause of the blast was being 
investigated. 

Analysts said the use of the 
word “martyred" suggested that 
the explosion could have been 
caused by a bomb but there 
was no official confirmation. 


material from Pakistan, a 
neighbouring Moslem coun- 
try. And although they add 
it could pose a threat to the 
stability of the Middle East 
through changing the mili- 
tary balance, they provide 
no evidence. 

“For years, Arab countries 
knew they could not launch 
an existential war against 
Israel because of our 
strength.” said an Israeli 
government official. He was 
careful not to co nfi rm that 
such strength consisted of 
an arsenal of an estimated 
200 nuclear weapons. 

But this could change, he 
added, since Moslem coun- 
tries “are now proud that 
Pakistan has the bomb. In 
-the long term, we fear the 
move towards a balance of 


terror in the region - the 
‘Moslem’ bomb versus the 
‘Jewish’ bomb.” 

He said if Mr Netanyahu 
failed to grasp the chance for 
peace with the Palestinians, 
it could fuel support for 
another nuclear power in the 
Middle East "What we can’t 
affbrd to do is to wreck our 
relations with our neigh- 
baurs,” said an officiaL 

"Our immediate interests 
are with our neighbours, 
with forging strong agree- 
ments with moderate Arab 
states,” argued Ephraim 
Sueh, defence expert for the 
opposition Labour party. 

When he was prime minis- 
ter, Yitzhak Rabin, assassi- 
nated by a religions Jew in 
November IMS, started 
building bridges with Israel's 


neighbours, including Egypt, 
Jordan, th e Palestinians, and 
even Lebanon and Syria. 

The argument was that if 
Israel’s long-term security 
was threatened, those 
threats should not come 
from Its neighbours. 

Indeed, the Labour govern- 
ment was just as concerned 
with Iran and Iraq’s poten- 
tial nuclear capa bi lity as Mr 
Netanyahu. But the differ- 
ence was that Labour 
wanted to forge a kind of 
buffer zone with Its neigh- 
bours, possibly eventually 
brin ging them und er Israel's 
nuclear security umbrella. 

"Netanyahu is now 
destroying those ties and 
could push moderate Arab 
states closer to extremist 
ones,” said Mr Sneh. "He 
doesn't see tbe damage he is 
doing to Israel's security. He 
does not see how he Is Isolat- 
ing Israel while Arabs are 

nnfcing a gains t us. ” 

Both government officials 
and the opposition believe 
such a trend may be arrested 
if Mr Netanyahu agrees to a 
second and third Israel troop 
pullback from the West 
Bank. It could, they add, 
help rebuild confidence in 
the region. 


Cairo ban fuels media fears 


^ By Mark : 

.Egypt has banned the 
priBUBB Of tte comWB 


language newspapers ha- 
ling speculation that the 

government plans to edence 

woiUg criticism of rts P° u ' 

pjpQ 

Two months after ft 
ned the printing of 36_foi^ 

sign-registered publications 

toimlostrial free 
Cairo, the goyeranwa* " » 
allowed publication of "J 
but those it descrl?*!? 
“specialist magazines deal- 
cuItural 

Sier issues, but rejmP^ 
it on the independent news- 

P *Th?'new ban affects the 
twtoe-monthly 

and the weekly g* 

Times. Egypt’s 

read non-governmen 


English-language publica- 
tions. Neither is banned 

from circulation, but both 
must now meet tihe high and 

potentially P^bitive era* 
of printing abroad which 
will add 20 per cent to their 

expenses. _ 

Staff on both newspapers 
believed the ban in April 
was directed spedflrally at 
£Sn and that the blanket 
action on all foreign-rap* 
tered publications printed m 
Mt was a tactic to defuse 

Stluusthatthe^v^ 
meat had no real commit- 

■-ss-r-rsa 

srtiSEms 

Jbat It cannot print the two 


^Sved.lnstructi^s 

that the Cairo Times and the 


Middle East Times cannot be 
printed because they are 
newspapers not magazines," 
said Tarek Michel/ company 
spokesman.. 

However, the company has 
ton permitted to print the 
Helio Times, a newspaper 
closely resembling tbe Cairo 
Times. 

This apparent contradic- 
tion has added further fuel 
to suggestions that the speci- 
fication of the publication is 
barely relevant and that it is 
the newspapers' contents 
which has been targeted. 

“They are playing with 

gloves off when they start to 
scare the printer. They terri- 
fied him into it," said ISs- 
ham Qassem, owner 'and: 
publisher of the Cairo Timex 
-jts an animal-like instinct 
with them- They are gagging 
the press. V this goes on we 
will go under in September." 


The government has been 
reluctant to discuss the issue 
since the April ban. 

.Government officials do 
not say that a ban has been 
imposed due to the newspa- 
pers’ content. The technicali- 
ties of Imposing the ban 
have fallen, to the General 
Authority For Investment 
which controls the free 
zones, portraying it as an 
economic rather than a polit- 
ical decision. 

“Digging into this issue 
isn’t helpful,” - said one 
senior official yesterday, in 
an effort to deflect questions 
on what has become an 
increasingly sensitive issue 
for the senior ministers 
Involved. 

1 don't know which min- 
isters are involved. I don’t 
sit with the people who 
.decade on^ this. They are vwy 
sensitive,” be said. 


LEGAL NOTICES 


This notice is important and requires your immediate attention. If you are in any doubt about the action you should take, 
you should consult immediately your stockbroker, bank manager, solicitor, accountant or other professional adviser 
authorised under the Financial Services Act 1986. 

£100,000,000 9*A per cent. Perpetual Subordinated Notes 

issued on 

31st January, 1994 

by 

BARINGS PLC 

jii y iM ^Inn in PngliHW^ 

NOTICE IS HEREBY GIVEN that a meeting (the "Perpetual Noteholders Meeting") of the holders of the above- 
mentioned notes (the "Perpetual Notes”) is convened for the purpose of considering and, if thought fit. approving 
modifications to the terms of the Perpetual Notes and the Perpetual Trust Deed (as defined in the Circular referred to 
bekrw) to implement the Proposals (as defined and described in the Circular). The Proposals relate to a proposed scheme 
of arrangement between, among others. Barings PLC (the issuer of the Perpetual Notes) and tbe Perpetual Trustee (as 
defined in tbe Circular). The terms of the extraordinary resolution to be proposed at the Perpetual Noteholders Meeting 
are set out in full in the Circular. 

The Perpetual Noteholders Meeting wiH be held at 1 1.00 a.m. on 6th July, 1098 ax The Insurance Hall, 20 AJdennanbury, 
London EC2V 7HY (or, if later, on the conclusion or adjournment of the preceding meeting convened for that day 
re f erred to in a circular dated 2nd June, 1998 (the "Circular”) detailing the Proposals). 

Circulars wiU be distributed through Enro c l ca r and Cedel Bank. 

This notice is issued pursuant to the provisions of the Perpetual Trust Deed. A summary of the arrangements which haw 
been made for the purpose of voting in respect of the extraordinary resolution is set out below. 

If the extraordinary resolution is passed, the rights of the holders of the Perpetual Notes may be 

fiwvj anw nfaHy n fre n* ffi di, 

VOTING ARRANGEMENTS 

The following is a summary of the ar r a ngements which have been made for the purpose of voting in respect of the 
extraordinary resolution to be proposed at the Perpetual Noteholders Meeting. These arrangements satisfy the 
requirements of the provisions contained in the Perpetual Trust Deed relating to meetings of holders of Perpetual Nores 
co n vened for die purpose of passing an ext ra o r dinary resolution. Full details of these arrangements, and the action 
to be taken by i n ve s t o rs hi Pe rpetual Notes, are set out in the Circular. 

The Perpetual Notes are in permanent global form held by The Chase Manhattan Bank as common depositary for the 
clearing systems operated by Eurodcar and Cedel Bank. A holder of a Perpetual Note for the purpose of the Perpetual 
Noteholders Meeting is an Account Holder, being a person who is recorded in the books of Eurodear or Cedel Bankas 
holding an interest in Perpetual Notes. Each investor in Perpetual Nores should convex 1 his instructions to his Account 
Holder as described below. 

1. Completing a Voting Instruction Form: 

Votes att rib u t a ble to Perpetual Notes may be cast either by an ending and voting at the Perpetual Noteholders Meeting (or 
by appointing someone else to do the same) or by instructing the votes ro be cast in a specified manner in your absence. 
The Circular is accompanied by a Voting Instruction Form. Investors in Perpetual Notes should complete dm form to 
elect whether to: 

(A) attend and vote at the Perpetual Noteholders Meeting (or appoint someone else to do the same), in which case the 
person attending the Perpetual Noteholders Meeting must complete and submit a Voting Instruction Form to apply 
for a Voting Certificate as described in 2 below; or 

(B) instruct a Paying Agent (as defined below) to arrange for the votes attributable to their interest in Perpetual Notes to 
be cast in a specified manner in their absence, in which case the person giving tbe instructions must complete and 
submit a Voting Instruction Form to apply to be included in a Block Voting Instruction ns described in 3 below. 

Vbting Instruction Forms should be completed and submitted as described below in sufficient time for Account Holden 
to forward details of them to Eurodear or Cedel Bank (as appropriate) by dose of business (local time) on 1 st July, I QQ8. 

2. Attending to vote in person: 

If yon wish to attend and vote at die Perpetual Noteholders Meeting in person, or to nominate and appoint another 
person to attend and vote at the meeting in person on your behalf, you must produce at the Perpetual Noteholders 
Meeting a Voting Certificate which has been issued by one of the paying agents for the Perpetual Nores (the "Paying 
Agents") in respect of the Perpetual Notes on which you wish to vote. 

To obtain a Voting Certificate from a Paying Agent, you must complete tbe relevant section of your Voting Instruction 
Form, and submit it to your Account Holder, who will forward the details of your instructions to Eurodear or Cede! Bank 
as sppropriate.The Perpetual Notes must be deposited or held with or (to the satisfaction of the relevant Paying Agent) to 
the order of a Paying Agent not later than 48 hours before the time appointed for the Perpetual Noteholders Meeting. 
Eurodear and Cede! Bank (as appropriate) will (if instructed) arrange for this to be done. 

The Paying Agent wifi then issue a Vbting Certificate to the person specified in die instructions contained in your Voting 
Instruction Form. The bearer of the Voting Certificate is entitled to attend and vote at the Perpetual Noteholders Meeting 
in respect of the Perpetual Notes represented by that Voting Certificate. Voting Certificates will be valid until the 
Perpetual Notes are released by the Paying Agent and until then the bearer of any Voting Certificate wifi, for all purposes 
in connection with die Perpetual Noteholders Meeting, be deemed to be die holder of the Perpetual Notes ro which the 
Voting Certificate relates. 

3. Arranging for votes to be cast in your absence: 

If you are entitled but do not wish to attend and vote at die Perpetual Noteholders Meeting or to nominate and appoint 
someone else ro attend and vote at the Perpetual Noteholders Meeting on your behalf, you may instruct a Paying Agent to 
arrange for the votes attributable ro any Perpetual Notes in which you have an interest ro be cast in a particular way, by 
instructing that Paying Agent to include those instructions in a Block Voting Instruction issued by that Paying Agent. 

To apply to include your instructions in a Block Mixing Instruction issued by a Paying Agent, you must complete the 
relevant section of your Vbting Instruction Form and submit it to your Account Holder, who will forward the details of 
your instructions to Eurodear or Cedel Bank as appropriate. The Perpetual Notes must be deposited or held with or (to 
the satisfaction of the relevant Paying Agent) to the order of a Paying Agent not later than 48 hours before the time 
appointed for the Perpetual Noteholders Meeting. Eurodear and Cedel Bank (as a ppropriate) will (if instructed) arrange 
fortbis cobedone.- - • - ’ 

The BlockVfoting Instruction issued by the Paying Agent wifi set out in aggregate how many votes are to be cast in favour 
of, and how many against, the extraordinary resolution and will appoint the chairman of the Perpetual Noteholders 
Meeting to vote at die Perpetual Noteholders Meeting in accordance with those instructions. Block Vbting Instructions 
will be wlid until the Perpetual Notes are released by the Paying Agent and until then tbe chairman (as the proxy named 
in each Block Vo ting Instruction) will, for afi purposes in connection with the Perpetual Noteholders Meeting, be deemed 
to be die holder of the Perpetual Notes to which the Block Voting Instructions relate. 

M.E.MH1S 

joint liquidator of Barings PLC 
as agent and without personal liability 


2nd Juzte, 1998 

Principal Paying Agent: 

The Chase Manhattan Bank 
Trinity Twer, 9 Thomas More Street, 
London El 9 YT, England 
Atm: Stephen Nash 
Tkl: (44) 171 777 5422 
Fax: (44) 171777 5410 
Telex: 89546B 1 CMBG 


Playing Agent: 

Chase Manhattan Bank Luxembourg, SA_ 
5 rue Plaetis, 

L-2338 Luxembourg-Grund 
AamVeronique Cridel 
Tel: (352) 4626 85284 
Fax: (352) 4626 85380 
Telex: 1233LU 


CONTRACTS & TENDERS 



TENDER NO: 77/3535 


Mobarakeh Steel Company intends to purchase 3500 M/ton graphite powder 
with the following specification: 


[CAL COMPONENT 
P: 

Size: 


Type 0J!% 

3mm (Min 88%) 


cm 

CJ?ix: Min 99% 

Volatiles: Type 0.4% 

Humidity: Type 02% 

Ash: Type 0.4$% 

S: Type 0.7% 

Interested bidders may obtain a set of bidding documents by the submission 
of a written application and payment of non-x efimdable fee of USD500, in 
favour of Mobarakeh Steel Company, through Bank Markazi Iran account 
no. 138. All bids must be delivered to below office on or before 30.7.98: 

MOBARAKEH STEEL COBIPANT 
15 KMS SOUTH WEST OF MOBARAKEH 
PO BOX 167 ESFAHAN IRAN 

RAW MATERIAL AND ENERGY PURCHASING DEPARTMENT 
FAX: 0098 81 327512 & 324324 
TEL: 0098 3355 3707 

MOBARAKEH STEEL COMPANY 
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WORLD TRADE 

FINANCIAL FALLOUT ANOTHER BIG DROP LIKELY IN ALBUM SALES IN WHAT USED TO BE A GROW TH REGION 


Harsh sounds 
in Asia’s 
music market 


CDotofttetfapIn 

1997 market starm 


nftfrnT7% 


By Aftea Rawsttmm In London 

Conditions in the Aslan 
music market wfll continue 
to deteriorate this year, with 
album sales set to decline by 
at least 20 per cent against 
1997 figures, according to 
Music Business Interna- 
tional (MBI), the Industry 
magazine. 

Asia was one of the 
fastest growing regions for 
the world's record compa- 
nies until last year's finan- 
cial crisis in the region. 
Record sales have since 
fallen sharply, triggering job 
losses and company closures 
across the local music indus- 
try. 

MBI’ 9 research suggests 
the situation will worsen 
this year. This could pose 
problems for Asia's Indepen- 
dent record labels and multi- 


national music groups, nota- 
bly Pol yG ram of the Nether- 
lands, which has long been 
the biggest record company 
in Asia and is now to be 
taken over by Canada's Sea- 
gram in a flO.fibn deal, 

Asia has been one of the 
global music Industry's 
prime sources of growth 
since the early 1990s, but 
record sales in the region 
(excluding Japan} tumbled 
by 1&2 per cent to $L75bn in 
1997, from $L99bn in 1996, 
according to the latest fig- 
ures from the International 
Federation of the Phono- 
graphic Industry GFPl). 

The rate of decline has 
varied from country to coun- 
try. South Korea, once Asia’s 
second largest music market 
after Japan, suffered a 24 per 
emit fall in volume sales to 
46.1m units last year, accord- 



ing to the IFF I, with dollar 
sales down 35 per cent to 
S334£m. 

Four of South Korea's big- 
gest record wholesalers have 
gone out of business, includ- 
ing Kukdo, once the conn- 
try's largest. MBTs research 
suggests that volume sales 
will fall by at least another 
40 per cent in South Korea 
this year. 

The politically unstable 
Indonesian mark et Is even 
more vulnerable. JFPTs fig- 


ures suggest that album 
sales fell by 16 per cent in 
volume there last year, and 
by 35 per cent in dollar 
terms to $146.8m. MBI 
expects Indonesian unit 
sales to decline by another 
70 per cent this year. 

Hong Kong is braced for a 
repetition of 1997’s 11 per 
cent reduction in dollar sales 
to 3148.6m. 

Similarly, Thailand could 
face a repeat of last 
year's 30 per cent decline 


Oil companies fear Argentine move 


By Ken Warn In Boenoi Aim 

Argentine draft legislation 
on oil exploration in the 
South Atlantic has alarmed 
companies exploring in the 
region and threatens to cast 
a cloud over President 
Carlos Menem's planned trip 
to Britain later this year. 

Although the first explora- 
tion well in Falkland* waters 
failed to find commercial 
quantities of oil and gas, the 
international exploration 
effort appears to have gal- 
vanised the Argentines Into 
action. 

The proposed legislation, 
which may be considered by 
the lower house of Congress 
as early as today, would 
Impose fines of up to glQm 
on companies which fail to 


pay Argentina a 9 per cent 
royalty on any eventual oil 
or gas production from 
waters around the disputed 
Falkland Islands. 

Companies failing to com- 
ply with the Argentine 
demand could also face 
being barred from govern- 
ment contracts or even from 
conducting business . in 
Argentina. The Senate must 
also ratify the law, bat has 
already unanimously backed 
the proposed fines. Depend- 
ing on its final form, the leg- 
islation could run counter to 
the 1995 Anglo-Argentine 
agreement on oil exploration 
In the South Atlantic. 
Article 6 of the accord 
explicitly blocks actions by 
either country which 
threaten all companies’ abil- 


ity to operate in the region 
Exploration began In 
waters to the north of the 
Islands In April under the 
terms of an exploration 
round called by the Falk- 
land government. Britain 
and Argentina also agreed in 
1995 to call a Joint explara- 


joint round, which has yet to 
be launched. The threat of 
punitive measures against 
companies operating in the 
region .could make them 
think twice before getting 
Involved. 

The proposed fines would 
extend to the oD companies’ 


The exploration effort appears to have 
galvanised the Argentines into action 


thin round in a zone to the 
west of the islands, strad- 
dling the disputed area and 
Argentine waters. The two 
countries foiqtfit a brief war 
over the islands in 1962. 

The proposed legislation 
could also complicate the 


suppliers, said Guido Di 
Telia, Argentina’s foreign 
minister, and could even 
include Argentina-based 
multinational Techint, 
which Is supplying steel tub- 
ing far the exploration effort 
Companies with no 


operations in Argentina 
would be beyond the reach 
of sanctions and less 
inclined to pay the 3 per 
cant, Mr Di Telia acknowl- 
edged. _ 

But they would have to 
carry a contingent liability 
on their balance sheets 
acknowledging Argentina 
had sought to levy the roy- 
alty, he said. Argentina 
rlntmtt ft is DOSly putting in 
place legislation allowing it 
to recover the royalty and 
does not wish to prejudice 
Mr Menem's ‘Tong overdue" 
visit 

The 1995 deal is essentially 
an agreement to disagree. 
Neither side accep ts the oth- 
er's territorial claims, or 
authority to charge a royalty 
an oil a: gas production. 


Chinese telecoms may open up soon 


By James Kynga ta Be$ng 

Chinese and foreign 
companies are hopeful that 
China's fixed-line telecom- 
munications monopoly may 
come to an end next month, 
opening the way for limited 
competition with China Tele- 
com, the dominant state 
company. 

Chen Youde, deputy direc- 
tor of the international 
department of China Uni- 
com, the state-run company 
which is set to compete with 
China Telecom in the fixed- 
line business, sold that his 
company might be granted 
interconnection with China 
Telecom's network in the 
north-eastern city of Tianjin 
in July. 

Interconnection, withheld 


for nearly a year by China 
Telecom, is crucial because 
Unicorn's 50, 000-line network 
is considered too modest to 
be profitable. 

Unicorn's Tianjin network 
was launched fast July, but 
has not been allowed to 
operate, mainly because of 
reluctance from China Tele- 
com and its parent, the pow- 
erful former ministry of 
posts and telecommunica- 
tions (MPT). Unicom is 
building similar fixed-line 
networks in the southern 
cities of Chengdu and 
Chongqing. 

Although foreign compa- 
nies are prohibited from 
operating telecom services in 
China, the Tianjin project 
has been structured to yield 
operating revenue to two for- 


eign companies. Sprint of 
the US and Sumitomo Corp 
of Japan, which have put up 
capital for Unicorn's infra- 
structure. 

Sprint and Sumitomo are 
stakeholders in a joint ven- 
ture, Tianjin Global Commu- 
nications, with a local Tian- 
jin concern. Tianjin Global, 
in turn, fa Unicorn’s partner 
in the city. Portions of the 
operating revenue will, in 
theory at least, be passed on 
to the two foreign compa- 
nies, executives said. 

Executives at the two for- 
eign companies said that 
China Telecom had recently 
signed a written agreement 

- but not a formal contract 

- to allow Interconnection 
on July 18. The executives 
said there was no guarantee 


that the agreement would be 
honoured but the existence 
of a written accord was at 
least a cause for optimism. 

“China Telecom may yet 
put up new barriers," said 
one of the foreign execu- 
tives. “They are now 
demanding that we install 
an interface switching sys- 
tem, which may delay things 

a gain " 

Duncan Clark, managing 
director or BD Associates, a 
telecoms consultancy in Bei- 
jing, said it was uncertain 
whether China Telecom 
would grant a full range of 
Interconnection services. 

“Whether there will be 
full interconnection locally, 
long distance, internation- 
ally and for mobile 
telephones remains to 


be seen," he said. 

The optimism for immi- 
nent interconnection derives 
partly from a recent ministe- 
rial merger between the 
MPT and the ministry of 
electronics industry, which 
was the controlling stake- 
holder In China Unicom. The 
merger, which created the 
new ministry of information 
technology, removes the 
ministerial rivalry which 
helped to frustrate commer- 
cial competition. 

A hard-hitting television 
programme fast month on 
Unicorn’s predicament in 
Tianjin caught the attention 
of senior government offi- 
cials, who have begun to , 
push China Telecom to pro- 
vide interconnection, offl- j 
dais said. 
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in sa fas to 3170.6m. 

Trading conditions could 
become tougher in Malaysia, 
which mastered a 3 per cent 
rise in sales to $102£m dur- 
ing 1997. Singapore con- 
fronts a fall in safes of 10 per 
cent this year, after 1998*8 
negligible 1 per cent increase 
to 376.6m. 

The most stable markets 
are expected to be Taiwan, 
which overtook South Korea 

fast year after an 8 per cent 
sales Increase to 3427.8m, 
and China, where sals rose 
by 50 per cent In local cur- 
rency to *28<L3m during 1997, 
largely .because of a piracy 
clampdawn. 

Despite the progress in 
China, MBI expects a contin- 
ued increase in music piracy 
throughout Asia. 

Another source of Instabil- 
ity for the industry is the 
proposed merger of Paly- 
Gram with Seagram’s Uni- 
versal Music subsidiary. MBI 
estimates that the two com- 
panies will have a combined 
Asian market share of 21 per 
cent, doable chat of EMI, the 
second largest company in 
the region. 

• Music Business Interna - 
Hanoi is published bp Miller 
Freeman, 8 Montague Close, 
London SEl SUR. Tel: 0171 
6203636. 


Visa 

launches 

‘smart’ 

card 


By Christopher B n nw tiu we t 

ta London 


Visa International yesterday 
launched a new multi-appli- 
cation “smart" card, giving a 
further push to the rapid 
growth of chip-based cards 
globally. 

Ed Jensen, chief executive 
of Visa International, said 
the card would replace “the 
consumer’s wallet - In effect 
giving consumers a bank In 
their pocket". 

Smart cards contain an 
embedded microprocessor 
and memory (hip, inaWrig 
them more sophisticated 
than the magnetic stripe 
cards that dominate the 
credit and debit market 
today. Issuers say smart 
cards will allow users to 
replace their numerous 
cards with a single, secure, 
card combining different 
functions. Apart from credit, i 
fj p frtt and cash, these could 
Include loyalty cards, elec- 
tronic passports, passbooks, 
and hgftith de tails. 

Visa and s tandar d Char- 
tered showed one of the new 
cards being used in Singa- 
pore to buy a watch over .the 
internet, claiming this was a 
global first for a drip-card. 
After being tested in Singa- 
pore, It fa expected to be 
rolled out to Taiwan, Bong 
Kong and other Aslan coun- 
tries next year. 

Visa said the card would 
be based on an “even" oper- 
ating envir onment to nudes 
it easier for so ftwar e devel- 
opers and encourage 
take-up. It relies on two 
industry standards: the Java 
programming lan g ua ge end 
Visa’s Open Platform. 

Smart cards are gro win g 
rapidly, although the real 
global explosion in the mar- 
ket is not expected until 
early next century. Uptake is 
fastest in Aslan countries 
and Europe, particularly 
France, with the US further 
behind. Visa believes as 
many as one third of its 
curds could be carrying a 
chip by the year 2001. 

DiglM ecMomy, Paso 22 


NEWS D IGEST 

FARM PRODUCTS BOW 

Brussels studies response 
to US wheat gluten quotas 

A transatlantic trade row over farm products 
yesterday ss the European Commission add 
mg all appropriate responses’ to a US 
quotas on imports of wheat gluten from the 

q TtiemowcanmdaysaftortheUSarei<xin^pterafo8ub- 

aidtee te barley exports to a number of 
tion for a shipment of 30,000 tonnea of aub ^ l ® e 2jj?S eBn 
barley shipped to CaJJfomta last week. The EU called that 
action "totally disproportionate". 

The US Introduced late on Monday a three-year quotaon 
wheat gluten Imports from the EU, Smiting Its share h teeflrst 
year to 24,513 tonnes (54m tb), after a similar surge In Imports 
from the EU. ^ , 

The BJ’s Brussels-based executive said it had been evi- 
dent for 9ome time" that the economic situation of wheat glu- 
ten In the US, following reform of the BJ’s Common .Agricul- 
tural Policy, would lead to European wheat gluten becoming 
more competitive than the US product 
It added It had co-operated with a US request for consulta- 
tions over the Issue. Brussels said ft had.provWed evide nce o f 
the economic causes for the exports Increase, and suggested 
remedies. “The [European] Commission is eatonlshedthat the 
evidence was Ignored," It said, adding that the US action was 
"dtaproporttanata and (1180110110810^. - 
The Commission said the quota was the "most trade 
restrictive measure that corid have been applied and repre- 
sents a mejor restriction an European exports". 

Nea Buckley, Brussels 

UKRAINE TRADE 

Nissho Iwai agrees deal 

Mesho Iwai, one of Japan's large trading companies, has 
agreed a comprehensive Investment deal with Ukraine's Min- 
istry of Industrial Policy, which is expected to lead to loans 
and Investments In the Ukraine of between $1.5bn and 
$1.6ba The agreement would represent e large pus h by the 
trading company Into one of the most Industrialised former 
Soviet republics. 

Nrssho fwaf has already agreed loans worth $70m to 
Ukraine's public corporation, which is planning the launch of 
commercial sa talBtes together wtth private companies from 
the US, Russia and Norway. The company a teo hope s to win 
contracts tor the modernisation of Ukraine’s infrastructure and 
large manufacturing plants, such as those for steel, fertiliser 
and petrochemicals. Michlyo Nakamoto, Tokyo 

ANDEAN PACT _ 

Talks with Mercosur delayed 

The Andean Pact, which, groups Bolivia, Ecuador, Colombia, 
Peru and Venezuela, has postponed trade talks with the Mer- 
cosur trade grouping which were scheduled for yesterday. 

The. Andean Pact saw there were stffl pending Issues among 
Its five members,” said Gustavo Moreno, Argentina's deputy 
representative at the Latin American Integration Association. 

No date for a new meeting was set 
The two trade blocs signed a framework agreement for 
trade HbereOsatian In March and were scheduled to discuss 
tax exemption lists. Mercosur comprises Argentina, Brazil, 
Paraguay and Uruguay. International Staff 


Brussels under fire over Lome 


By David Bodm in London 

A UK parliamentary com- 
mittee yesterday delivered a 
broadside attack on Euro- 
pean Commission proposals 
to turn the Lom§ convention 
of 71 developing countries 
into a free trade area. 

The EU fa gearing up for 
one of Its mammoth renego- 
tiations of Lomfi, with for- 
eign ministers due Twnrt Mon- 
day to discuss trade aspects 
of f ha Commission’s bargain- 
ing mandate for the opening 
of formal talks in September. 

Looking beyond the next 
renewal of Lome for 2000- 
2005, the Commission has 


called for the EU to work 
towards free trade areas 
with Africa, the Caribbean 
and the Pacific (ACP), 
mainly because It believes it 
will be impossible to get the 
World Trade Organisation to 
agree to another special 
waiver for Lomfes tariff pref- 
erences for poor country 
goods in the EU market 
But the House of Com- 
mons' International Develop- 
ment committee said if ACP 
countries let EU goods in 
duty free, their economies 
could not withstand the com- 
petition and their public 
finances would crack. The 
committee cited the example 


of Swaziland, where 60 per 
cent of the money spent on 
health and education came 
from import duties. It went 
on to complain “it is 
immoral for the EU to mis- 
use Its economic strength to 
dictate dearly unfavourable 
toms to the ACP”. 

The UK committee criti- 
cism comes as the UK gov- 
ernment, currently presiding 
over the EU, is trying to 
bridge the traditional divide 
between northern country 
liberals and southern protec- 
tionists on Lom£ trade 
issues in order to get a final 
negotiating mandate by the 
end of this month. 
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Shareholder Information January to March 1 998 

Mannesmann: continued improvement in results, good earnings outlook 


I All Group sectors contribute 
to increase in earnings 

I Orders received and sales up 
significantly 

I Telecommunications continues 
strong expansion 

Mannesmann got off to a good start in 
1998 with strong growth and improved 
results. Orders received (+12%) and sales 
(+26%) were up significantly against the 
previous year. The result from ordinary 
activities was above that of a year ago 
thanks to the favourable development of 
the market and the successes achieved in 
the marketplace. The strictly value-oriented 
structural improvements also had a positive 
effect. All sectors contributed to the in- 
crease. Based on the present situation, 
Mannesmann also anticipates higher earn- 
ings for the full year 1998. At approx. 
128,900, the number of employees at the 
end of March was up by 8% due, above 
ail, to the inclusion of Philips Car Systems 


(now VDO Car Communication) and to the 
continued expansion of Telecommunications. 


Order intake increased by 12%, 
sales by 26% 

At DM 11.1 bn, orders received by 
Mannesmann in the first quarter 
exceeded those of the same peri- 
od last year by 12%. Above- 
average growth 
was adiieved by . 

Automotive and L 

Telecommuni- * * 

cations. Serial 

business in En- - 

gineering also 
reported marked 
growth. 


Thanks to the efforts of all sectors, sales 
rose by 26% to DM 10 bn with sizable 
increases across the board. The devel- 
opment in Engineering, Automotive 
and Telecommunications was espe- 
cially good. Half of the growth In 
Germany was derived from Telecom- 
munications. Abroad Mannesmann 
achieved a gain in sales of 21%. 
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Orders received 

External sale 

DMm 

DMra 

iaiL-M^Oi 

1999 

11,127 

9,969 

fan,-March 

1997 

9,926 

7.936 

absolute 

1,201 

2,033 

Change 

% 

12 

26 

Domestic buwwss 

DMm 

4.691 

3,564 

1,127 

32 

Foreign busines 

.DMm 

5,278 

4,372 

906 

21 

Employees (30.) 


128,945 

119,915 

9,030 

B 


.16 




Telecommunications continued its dynamic 
development with sales dimbing 39% 
to DM 2 bn. Mannesmann Mobiifunk 
posted a gain of 34%. At the end of 
March, the company had over 4 million 
subscribers. 

Mannesmann Arcor achieved a highly 
successful start in telephone sendees for 
private customers. This segment accounted 
for about half the 67% growth in sales 
posted In the first quarter of the year. By 
March, Arcor was already handling more 
than 5 million minutes of call time per 
working day. 

Our Investments in Italy and France were 
also very successful, in March the number 
of OmniteJ subscribers passed the three 
million mark. At 5FR, Cegetel's mobile 
telephone company, the number of sub- 
scribers was increased by about 350,000 
in the first quarter of 1998 to over 
2.5 million. ■ 

We will be happy to send you our Share- 
holders' Letter with the report on the first 
quarter 1998 and the Annual Report on 
the finandal year 1997 on request 

Mannesmann - 
working for your future 



mannesmann 

engineering 
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Mannesmann AktiengeseHsdnft 
Presse und information 
POsriach 10 36 41 
D-40027 DQsseWcrf 
Fax (+49/2 11)820 1846 
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FOBE jgN EARNINGS DEDUCTION STORM OF PROTEST GREETS MOVE TO ABOLISH CONCESSION FOR CITIZENS WORKING OVERSEAS 

Minister firm on abolition of tax relief 


By David Wigbtoo, 
PoBBcal Correspomtert 


The govenunest yesterday 
rejected widespread opposi- 
tion to its plans to withdraw 
tax relief for UK citizens 
working in other countries. 

Dawn Prinaarolo, financi al 
secretary to the Treasury, 
told MPs on the finance bin 
committee, which considers 
measures In the govern- 
ment's national Budget, that 
there would be no conces- 
sions over the pign j which 


the government saw as “a 
question of fairness” 

An nnhlcely combination 
of the Bolling Stones, the 
o ppos ition Conservative 
party and Save the Children 
Fund attacked the plan. 

Ministers were warned 
that the move would hit 
many teachers, nurses and 
engineers on modest 
incomes and would under- 
mine the competitiveness of 
British consultancy firms. 
Lawyers acting for the 
Rolling Stones said it was a 


“deeply unjust" measure 
which would retrospectively 
tax the crew on the band's 
current world tour. 

Ms Primarolo's statement 
brought a furious reaction. 
David Heaihcoat-Amory, a 
leading Conservative Trea- 
sury spokesman, said the 
minister had failed to 
address the concerns about 
fiie impact on competitive- 
ness of the proposed aboli- 
tion of the “foreign paming* 
deduction". 

Describing the measure as 


"economically illiterate", Mr 
Heathcoat-Amory said it 
would largely fail to hit the 
government's professed tar 
get. highly paid media and 
entertainment personalities. 
He said that while some of 
these “exponents of Cool Bri- 
tannia” did use the loophole 
to avoid tax if it was dosed 
many would merely adopt 
foreign residency to achieve 
the same effect 
Under the government pro- 
posals, those working out- 
side the UK who did not stay 


overseas for a complete tax 
year would lose the current 
exemption from tax. How- 
evo-, Ms Primarolo said the 
exemption would stay for 
those who opted for foreign 
residency because this was 
governed by complex inter- 
national rules. 

Ms Primarolo dismissed a 
Conservative proposal that 
FEDs should be retained for 
those with earnings of less 
than £87.600 ($143,650) a 
year. Conservative MPs 
pointed to the warnings 


about the move from a range 
of business groups im-h»ting 
the Confederation of British 
Industry and the Institute of 

Directors. 

Edward Davey, a Liberal 
Democrat MP who used to 
work as a consultant over- 
seas. predicted that the 
move would lose the govern- 
ment money rather than 
raising £250m a year. He said 
it would drive consultants 
off-shore and encourage 
them to employ overseas 
staff. 


* u ii^ SE over reform 

Police officers 
jeer minister 
over prisoners 


Bu&cBog business confidence 


By homy Bums 


Mo Mowlam, chief Northern 
Ireland minister in the UK 
government, was jeered yes- 
terday as she addressed a 
conference of Northern 
Ireland's police officers. 

The incident was a poi- 
gnant reminder of the deep 
unease shared by many 
Koyal Ulster Constabulary 
officers about the changes 
proposed in the good Friday 
agreement 

As Ms Mowlam began to 
address the meeting, Gordon 
Taylor, whose colleague was 
killed by an IRA bomb, 
shouted: “Three hundred 
police officers murdered. No 
prisoner releases.” 

Ms Mowlam's presence 
alone came as an uncomfort- 
able reminder that reform of 
the RUC and the release of 
convicted terrorists are two 
key measures contemplated 
in the agreement 

To many RUC officers the 
word “reform" smacks of 
ungratefulness, if not 
betrayal. "We are the cement 
that held the province 
together in the Troubles," 
the Les Rodgers, the federa- 
tion's chairman, said 
recently, “and suddenly 


we’re told that we are the 
problem.” 

It is very difficult and I 
understand when constable 
Taylor expresses that view," 
Ms Mowlam said afterwards- 
“I would just ask people, 
painful though it is, to put it 
m context I know it's diffi- 
cult It’s something families 
write to me and say T cant 
cope with if. 

“Others write to me and 
say 'Don’t tike it, find it 
tough, but if it means other 
families don't have to go 
through what we've gone 
through, then it's worth if." 

Hie RUC sees itself as sac- 
rificed in the line of duty in 
one of the most politically 
volatile democracies in west- 
ern Europe. Yet it also faces 
the prospect of no longer 
being one of the most highly 
paid and physically 
resourced forces in the 
world. Since -the Troubles 
began, 299 officers have been 
killed by terrorism. 

Yesterday Mr Rodgers was 
loudly applauded by dele- 
gates when he claimed that 
colleagues were “dismayed 
and appalled” at government 
plans to release farmer ter- 
rorists. He defended the 
RUCs “traditions and 



Nearly half the Northern Ireland companies surveyed by the PA consultancy after the April peace agreement said the cross-border bodes 
proposed si It would be “tanporlanf or “very important? for business prospects. Tie comparable figure fei the Republic of Ireland was 40 
per cent The Northern Ireland figure was surprising be c ause many antMtationaUet politicians there fear that such structures wffl be 
mainly political bodes farming the embryo for a future al-Mand government The survey, pubfahed today, uses interviews with 
executives In 82 of Northern Ireland's top 100 comp&ifes end from 81 of the top 300 kt the repubfie. PA found that whBe the majority of 
companies were confident about the future, only a quarter were prep are d to "underpin this confidence with increases in investment". 


spirit”, and vowed that the 
institution would defend 
itself against any big re- 
organisation. 

Nationalist distrust of the 
RUC and the police’s inabil- 
ity to recruit on any large 
scale from within the Catho- 
lic community have been 
among the main issues at 
the heart of Northern 
Ireland's sectarian problems- 

Under the terms of the 
peace deal, a commission an 
police reform headed by 
Chris Patten, former gover- 


nor of Hong Kong, has been 
given a wide and potentially 
far-reaching brief. 

The commission is expec- 
ted by next s umm er to come 
up with specific proposals 
“to ensure that poticing 
arrangements, including 
composition, recruitment, 
training, culture, ethos, and 
symbols, are such that 
Northern Ireland has a 
police service that can can 
enjoy widespread support". 

Mr Patten hopes to draw 
both on his own political 


expertise and the profes- 
sional advice of his fellow 
commissioners in producing 
proposals that can contrib- 
ute to peace rather exacer- 
bate tension. But he faces a 
daunting tank. 

Mike Brogden, lecturer at 
the Institute of Criminology 
and Criminal Justice at 
Queen’s University in Bel- 
fast. said: “Policing problems 
in Northern Ireland might be 
surmountable if the different 
parties could agree what 
they actually signify. But as 


elsewhere in the North, 
there is little shared focus.” 

Mr Patten is likely to tread 
a middle ground, encourag- 
ing steps already taken by 
tbs RUC to recruit Roman 
Catholics while looking at 
new ways of approaching the 
concept of two-tier policing. 
One possible reform could 
involve combining a locally 
unarmed community police, 
with a highly specialised, 
possibly less visible and 
more intelligence-focused 
force. 


NEW S DIGEST 

NATIONAL LOTTERY OPERATOR 


Directors restrain pay as 
ticket sales break records 

Cametot. the consortium That operates the National Lottery, 
yesterday went some way towards rebuilding its relations with 
the government by reporting a year of record ticket safes cou- 
pled with a show of pay restraint by directors. The members 
of Camdot are Cadbury Schweppes, me UKfood and dnnk 
group; De La Rue. the security primer Racal Electronics; and 
ICL 8 UK offshoot of Fujitsu. The company's profits surged 
by 14 per cent to more than £80m ($l3tm) on me back of the 
continuing popularity of the twice-weekly game. 

The lottery's success allowed Cameiot to give a record 
£1 .6bn to the five good causes, and put it on course to easily 
exceed the £9 bn it was charged with raising by the end of its 
licence in 2001. Yesterday's annual results were greeted with 
none at The political acrimony at fast year, when Cametafs 
directors were pilloried by the prime rmruslor’s office far 
accepting pay awards of up to 4Q per cent. This year's salary 
packages to lottery civets increased by 1 per cent to E2.-im, 
while the company's accumulation of record sales and profits 
was welcomed by the prime minister's office. “Setl-evKfamty 
they are running a very efficient lottery and maximising the 
amount for good causes," said a spokesman for Tony Blair, 
the prime minister. George Parker, London 

DIGITAL T&EVISI0N 

BSkyB plans $165m promotion 

British Sky Broadcasting's launch this month of 200 digital 
channels is to be more low-key than expected, but the satel- 
lite television company is planning to spend up la £l00m 
(SI 65m) promoting its digital service later in the yoar. It 
emerged yesterday that BSkyB's digital channels will be avail- 
able only to selected subscribers this month before being 
broadened later this year. The company, which planned to 
launch in “late spring", will spend about E50m on advertising 
in the first year and roughly the same on othor promotional 
activities. Its advertising agency is MAC Saaichi 

The satellite broadcaster's offensive dwarfs planned expen- 
diture by the rival digital terrestrial operator. British Digital 
Broadcasting. BDB Is likely to spend between C30m and 
£40m on adv arising in its first year. 

BDB is jointly owned by Carlton Communications and Gran- 
ada Group. Cathy Newman. London 


NEWSPAPER TECHNOLOGY 

Damages sought from FT 

Four journalists went to the High Court in London yesterday 
to seek damages for injuries to their upper limbs which they 
claim they suffered while working as sub-editors at the Finan- 
cial Times in the late 1980s. The four say the newspaper 
failed to take adequate steps to prevent the injuries by creat- 
ing a safe working environment when it introduced new tech- 
nology in 1987. 

They argue that the newspaper should have known of the 
potential for Injury to Its workforce from the introduction of 
new technology from the experience of newspapers in the US 
and Australia using similar systems. Although the four are 
supported by the National Union of Journalists, the action 
was "not a crusade against the FT, which deserves credit for 
being a good and generous employer in most respects”, their 
lawyer said. Robert Rice, London 
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Deal on rail link.will.not 
dispel London’s worries 


By Robert Pestwi 
and Jonathan Fort 


Construction of the second 
phase of the Channel tunnel 
rail link through London 
win remain subject to uncer- 
tainty for years, John Pres- 
cott, deputy prime minister 
and chief transport minister, 
is expected to say today. 

In a long-awaited state- 
ment to the House of Com- 
mons, Mr Prescott will 
announce a complicated deal 
with London and Continen- 
tal Railways, the financially 
troubled sponsor of the 
£5.4bn ($8.8bn> fink from 
London to the Cha nn el tun- 
nel, to continue construc- 
tion. 

The first phase, to Ebbs- 
fleet to the south-east of 
London, will he built on 
LCR's behalf by Railtrack. 
owner of the UK's rail infra- 
structure, and Bechtel, the 
international civil engineer. 

But construction of the 
second phase through 
depressed areas of London’s 
East End to St Pancras sta- 
tion, will remain uncertain 


until about 2003- “There will 
he big incentives for it to be 
built," said a minister. “But 
we cannot give a copper- 
bottomed guarantee.” 

The continued uncertainty 
over the second phase, 
which is costly because 
much of it involves tunnel- 
ling, will alarm London busi- 
nesses and MPs. “For the 
sake of the capital’s competi- 
tiveness, the regeneration of 
East London and improved 
services far commuters from 
the south-east, the link must 
be built all the way," said 
Stephen O’Brien, chief exec- 
■vrtive of London First, a busi- 
ness lobby. 

According to a minister. 
Mr Prescott will announce a 
commitment to increase the 
public subsidy from the 
d.Sbn already pledged to the 
project. However, he said 
that the government would 
commit itself to a new sub- 
sidy for the first phase of 
between £300m and £400m- 
Purther new funds would be 
advanced only if either Rail- 
track or another partner 
agreed, to finance the con- 


struction' of the remaining 
phases of the track. 

The government is also 
expected to argue the addi- 
tional amount needed to pay 
to subsidise the entire lin k 
will depend on the financial 
performance of Eurostar, the 

cross channel train service. 
Should the train operators 
sales grow faster than expec- 
ted, LCR would benefit 
under a revenue-sharing 
agreement - reducing the 
amount of subsidy needed. 

Under the deal. Railtrack 
would agree to buy the first 
phase once complete at a 
price reflecting the cost of 
construction. This effective 
underwriting by Railtrack 
will help LCR raise finance 
in the City of London. 

Rail track’s commitment 
will take the form of a “can 
option", an arrangement 
devised to avoid a possible 
requirement under EU pub- 
lic procurement rules for the 
government to re-open bids 
to construct the link. This 
would have been necessary 
if Railtrack had simply 
taken control of the project 


EU change to workforce 
contracts causes alarm 


By Andrew Bfrigw, 


Trade unions and employers 
have expressed concern over 
European Union pl«» ™ 
change the rights ehjoyed W 
employees when service con- 
tracts change hands- 
They are worried the pro- 
posals will change the pres- 
ent basis of “contracting 
out", which has seen tens or 
thousands of formerly p ublic 
sector employees transferred 
to the private sector. 

Contractors have been 
pressing the government ro 
clarity the position since i a 
European Court decision fast 
year created confusion over 
the European Union 
Acquired Rights Dlre<^J e ,; 
incorporated in ^ ^ 
the 1981 Transfer erf Under; 
takings (Protieciion oi 
Employment) Regufations- 
h££ mas Tape, fey 
guard workers’ redundancy 

Sd similar accumiilat®£ 
employment rights. Most UK 


public sector contracts are 

let on the assumption that 
Tupe applies. 

But a draft of a new 
acquired rights directive - 
which will go before the 
European social affairs coun- 
ujj of minis ters in Luxem- 
bourg tomorrow - contains 
proposals that could under 
mine Tupe. One proposal 
suggests transfers wfllnot 
^covered by the new direc- 
tive if they are part of an 
^administrative reorganisa- 
tion of public administrative 

authorities, or the tiansfer of 
administrative functions 
between public and adminis- 
trative authorities”. 

The British government 
has also tabled anew artide 
that would allow representa- 
tives of employees to agree 
to alter terms and conai- 
ttons, before or after a trans- 
fer took Pface. , far . 
nomic, technical^ or 
nr yorriicat lonal reasons . 

tfnfaorT the public service 

union, and the GMB general 


union said they were con- 
cerned that such changes 
would allow contractors to 
drive “a coach and horses" 
through the regulations. 

Mr Cliff Davis-Colman, 
secretary of the Public Con- 
tractors’ Association, said he 
was concerned that ambigu- 
ities in the present situation 
meant existing contractors 
would be disadvantaged. 

“I have been reassured by 
the government that wifi not 
be the case, and if they can- 
not reach agreement on 
Thursday, they will proceed 
with UK legislation," he 
said. 

Until the European court 
decision it had been 
assumed that the directive 
Applied when contracts 
changed hands, with employ- 
ees transferring to the new 
contractor. Without the pnH 
toction of the directive,, com- 
panies losing contracts could 
become liable for accumu- 
lated redundancy and other 
payments to staff 


US-based 
car club 
members 
seek court 
ruling 

By Charles Batchelor, 

Transport Corrapondeet 


US-based members of the 
Royal Automobile Club are 
planning legal action at the 
High Court in London to win 
the same rights to the pro- 
posed £33 ,0Q0-£3& ,000 

(357,400) payout as UK and 
other European members. 

They are also considering 
beginning a parallel action 
in the US courts claiming 
they are being discriminated 
against. If such an action 
succeeded, it could block the 
£450m sale of the RAC 
motoring services arm to 
Cendant, a US marketing 
group. 

About 10 members, mainly 
from the US but Including 
one in Switzerland, are seek- 
ing a High Court declaration 
in the UK that all “frill" 
members should be treated 
equally. They also seek an 
Injunction preventing the 
sale to Cendant 

The RAC's agreement to 
sell followed a claim by Jef- 
frey Rose, then RAC chair- 
man, that it could not con- 
tinue as a membership 
organisation. Mr Rose was 
sacked for seeking members' 

views without the approval 

of the board. 

The RAC said it had taken 
legal advice that it was 
undo* no obligation to make 
payment to members outside 
the UK although those based 
in the European Union have 
for many years been treated 
as full members and will 
receive the payment 

"We cannot see why the 
overseas members have been 
excluded,” said Jonathan 
Sternberg, a British lawyer 
based in New York and a 
leader of the members 
revolt An estimated 1.500 
overseas members have been 
excluded from the payment 

The overseas shareholders' 
UK lawyer, Stephen Alexan- 
der of Epstein. Grower and 
Michael Freeman, said ; 
This is a classic case of an 
organisation with redes 100 
years old and articles 30 
years old wanting on the one 
hand to be a gentleman’s 
club and on the other to be 
terribly modem." 
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EMU ESTIMATES OF JOINING RATE 'DANGEROUSLY AMBITIOUS’ 


Pound overvalued by 
25%, say forecasters 


By Robert Cftote, 
Economics Editor 


The pound is 25 per cent 
above Its long-term sustain- 
able level, implying that typ- 
ical estimates of the 
exchange rate at which the 
UK could safely Join 
Europe's single currency are 
dangerously overambltious. 

The conclusion emerges 
from an authoritative study 
produced for the Institute of 
International Economics in 
Washington- 

The authors correctly pre- 
dicted. before Britain Joined 
the European exchange rate 
mechanism in 1990, that a 
DM2.95 centra] rate would be 
unsustainable. 

The latest study, by Simon 
Wren -Lewis and Rebecca 
Driver of Exeter University, 
suggests that sterling's 
"equilibrium" exchange rate 
against the D-Mark lies 
between DM2.10 and DM2.50. 
Not only is this well below 
the current rate of DM2.91, 
but it also lies below the 
DM2.60 that many observers 
see as a plausible entry rate 
for Emu. 

The study uses the "funda- 
mental equilibrium 
exchange rate" methodology 
developed by John William- 
son and widely used to 
examine medium-term cur- 
rency movements. 

The approach begins by 
assessing the trend flows of 
international capital Into 
and out of the country. This 
depends on private sector 
saving and investment, as 
well as the medium-term 
path of fiscal policy. 

Stuctural inflows and out- 


Tight spending 
limits to be set 


Gordon Brown, chancellor of 
the exchequer, yesterday 
pledged to meet tight rules for 
the public finances - but sUH 
left room for Increased spending 
before the nod election. 

Richard Adams writes. 

Mr Brown announced his 
Intention to fix a limit for the 
ratio of government debt to 
gross domestic product for the 
rest of the currant parliament. 

He wrH announce It when the 
comprehensive review of public 
spending has been completed 
next month. 

"Meeting our fiscal nie& also 
means that we will set the debt 
to GDP ratio at a prudent and 
sensible level; and In the 
outcome of our review we will 
set the figure for the whole 
parliament,* Mr Brown said In 
the City of London. 

The Treasury’s forecast In the 
March Budget was for a general 
government gross debt-to-GDP 
ratfo of 50.5 per cent in this 
financial yeer, falling to 48 per 
cent or below next. The 
announcement was a response 
to pressure from Labour MPs to 
boost spending in areas such 
as health and education. The 
opposition Liberal Democrat 
party called it "fiscal 
flagellation". 


flows of capital in the UK 
are roughly equal, which 
means that the UK can sus- 
tain a current account defi- 
cit of 0.2 per cent of gross 
domestic product By com- 
parison, the US can sustain 


a 2 per cent deficit and 
Japan needs a 13 per cent 
surplus. 

The equilibrium real 
exchange rate Is the one that 
delivers this current account 
position when the economy 
is running at a trend rate of 
capacity consistent with sta- 
ble Inflation. 

Sterling’s strength is 
already pushing the UK’s 
current account into the red 
and the report suggests that 
the deficit wfll quickly widen 
to unsustainable levels if 
sterling remains at its cur- 
rent highly overvalued rate. 

Prof Wren-Lewis said that 
sterling’s recent strength 
had led commentators to 
raise their estimates of ster- 
ling's long-term sustainable 
exchange rate, but with little 
justification. But be added 
that it was quite possible for 
sterling to fan to sustainable 
levels by the time the gov- 
ernment was considering 
Emu entry early in the next 
parliament 

The study also suggests 
that the French franc. Ital- 
ian lira and D-Mark are all 
near their sustainable 
exchange rates with each 
other at the moment which 
implies that Emu entry 
should be relatively comfort- 
able for them. But the dollar 
is 30 per cent overvalued 
against the yen and 5-15 per 
cent overvalued against the 
D-Mark. 

Real Exchange Rates for 
the Year 2000. by S. Wren- 
Lewts and R. Driver, Institute 
for International Economics 
(towtojle.eom) 
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Sports goods makers team 
up against counterfeiters 


Many shirts worn by soccer fans at the 
World Cup will be fakes, says Helen Jones 


Aim Shearer, the England forward, in Umbra's official strip 


F ans thronging French 
stadiums lor the soccer 
World Cup this month 
may be unaware that many 
of the shirts they are 
proudly wearing are Cakes, 
turned out in British and 
Chinese sweatshops. 

Trademark consultants 
suggest that total sales of 
counterfeit merchandise 
could equal that of officially 
licensed World Cup products 
- a sum estimated at any- 
where between £25m and 
£50m ($82m). 

“Companies which have 
pa i d a great deal for o fficial 
World Cup status find that 
they not only lose revenue 
but that poor quality fakes 
nnrtprrplne the brand wnnes 
which they have spent years 
building up,” says a security 
consultant working for a big 
sportswear company. 

Now sportswear manufac- 
turers have joined Fife - soc- 
cer's world body - to stamp 
out the activities of the 
counterfeiters. 

They are also in close con- 
tact with the French authori- 
ties, trading standards 


officers and the police. 

-All the major sports 
brands are acting together to 
pool our resources and share 
Information on who is produ- 
cing these fakes." says Mike 
Roylance, trademark protec- 
tion manager for Adidas. 

Martin Prothero. market- 
ing director for Umbro, 
owner of the rights to the 
English and Scottish team 
kits, said; “We have a 
full-time person working on 
brand and merchandise secu- 
rity to find out where this 
merchandise is c omin g from. 
We have to protect the large 
investment we have made 
and make an example of 
those people that are 
caught” 

It is expected most fake 
products will be sold outside 
the q tnRiiTwig in France and 
from market stalls, at car 
boot sales and from suit- 
cases on shopping streets. 
Most trade is likely to be in 
T-shirts, said Mr Prothero. 
“They are fairly easy to 
knock up. although in the 
last few days we have found 
60me fake England jerseys 


that were very, very good 

copies." 

John Anderson, secretary 
general of the Anti- 
Counterfeiting Group, whkh 
represents manufactures la 
the UK and is allied to simi- 
lar organisations around the 
world, said: "The market foe 
counterfeit products ts esti- 
mated to be worth flbn a 
year in the UK. Fake cloth- 
ing and sportswear is grow- 
ing particularly fast" 

Many of the counterfeiters 
are based in China, south- 
east Asia, the Czech Repub- 
lic, Ireland and the UK. 

-Unfortunately, a lot of 
fakes are made here In the 
UK because we have h tradi- 
tion in textiles - it is partic- 
ularly centred In the 
Midlands and the north-west 
[in England], and an experi- 
enced sewing machine oper- 
ator can sew 300 lake logos 
on to clothing a day," Mr 
Anderson added. _ ... . 

Nike says that “although 
there may be soma fake Nike 
shirts around football 
grounds in France, the tech- 
nology we use means - that 
any fakes won't have the 
same feel and the same qual- 
ity as the real thing”. - 
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Generators urged to sell 20% of capacity 


By Robert Festal, 

PoJHfcal Eritor 


National Power and Power- 
Gen are being asked by the 
government to dispose of 
about 20 per cent of their 
power generating capacity as 
part of a reconstruction of 
the coal and electricity gen- 
erating industries. Geoffrey 


Robinson, the paymaster 
general (a junior Treasury 
minister), Is drafting a com- 
plex deal which may save 
the 5,000 mining jobs. 

The government will claim 
the package is designed to 
benefit consumers. The two 
privatised power generators 
are understood to be resist- 
ing pressure to sell plant. 


which Mr Robinson believes 
is pgsflntfal to stimulate com- 
petition. 

But the companies are 
dose to signing contracts to 
buy millions of tonnes of 
additional coal from RJB 
Mining, the UK’s leading 
deep mine company. “We are 
confident this will protect 
mining communities,’' «»id a 


government member. 

The main incentive for 
them to buy additional coal 
will be a government ban on 
the construction of gas-fired 
plant for thi» next three to 
five years. “What we are 

doing iS eliminating a SOUTCS 
of future competition to 
PowerGen and National 
Power.” said a government 


member. Ministers will 
Insist that their aim is to 
limit support far coal to a 
few years. 

The block on gas fired 
power stations will outrage 
international groups. They 
will claim it will coat the 
nation inward investment. 
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EU supports high-tech 
venture capital funds 


By Brian Groom hi London 


Three venture capital funds 
backed by the European 
Union and totalling £240m 
($390m) were unveiled yes- 
terday by Gordon Brown, 
chancellor of the exchequer. 
They will support small and 
medium-sized, businesses 
particularly in high-technol- 
ogy sectors such as comput- 
ers, biotechnology, electron- 
ics and c ommunicati ons. 

The largest, a £i20m devel- 
opment firnd for the English 
regions set up by Baring Pri- 
vate Equity Partners in col- 
laboration with its Dutch 
parent, ING, and the Euro- 
pean Investment Bank, is 
planned as a model for simi- 
lar funds. 

The second is a ElOOm 
fund launched by Advent, 
the British venture capital 
company, aimed at start-up 
and early stage high technol- 
ogy companies, particularly 


in healthcare and informa- 
tion technology. This fund, 
including £7.5m from the 
European Investment Fund, 
win invest 80 per cent in the 
UK and the remainder in the 
rest of Europe. 

The chancellor also said 
Midland and the EIB 
..were raising £2Qnrto support 
a network of Midland enter- 
prise funds. An three plans 
would provide capital “to 
convert ideas into new prod- 
ucts and services and help 
sman companies grow into 
large businesses". 

The announcement was 
made at a conference on ven- 
ture capital in London, 
hasted by Mr Brown as part 
of the UK’s presidency of the 
EU. It beard international 
speakers incl uding Domini- 
que Strauss-Kahn. the 
French finance minister, and 
Mario Monti, the EU com- 
missioner. Mr Brown warned 
that too many European 


entrepreneurs’ ideas failed to 
come to market 

“The challenge for Europe 
is to create a far stronger 
venture capital industry and 
to orient it where we can to 
high risk in high technology, 
to early stage and start-up 
companies,” he sai d . 

In the UK, less than 20- per 
cent of venture capital funds 
went into high-technology 
sectors compared with 70 per 
cent in the US. Only 18 per 
cent went into start-up and 
early stage companies, while 
It was 40 per cent In the US. 

The Baring. English 
Growth Fund aims to invest 
sums of between £400,000 
and £3m in up to 75 compa- 
nies over 10 years. Baring 
believes there Is a gap tor 
investment in companies 
with three to five years of 
growth potential before they 
seek a market offering. 
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LEGAL NOTICES 


smoke screens, vocal queens, stealing scenes 


INTOE HIGH COURT OF JUSTICE 
CHANCERY DIVISION 
COMPANIES COURT 


NO. 002712 OF 1998 


In the Matter of 
Barings PLC (in liquidation) 

and 

In the Matter of 

Bishopsconrt (BBACo.) limited (in liq uidati on) 
and 

In the Matter of the Com panies Act 1985 


NOTICE IS HEREBY GIVEN that by an Order dated 1 st June 1998 mode in the above manen rtu- 
fan directed Kpnra mctdn gi of die PLC S chem e Credftocs (other rim the Exdnded Scheme CwSmbI 
»nd the BBftCo ScW Creators (oftcr rfaan tfac Evaded Scheme Credit) 

the Scheme of Axrangexnem herenaftez referred to) to be convened for she purpose of coofridmrworv? ir 

tfaowgfat fit, ■ppro'nng (with OiwuhoBin»dlStaDCm)aScJieme of Atfraaaement proposed 
, lta,H,rr ^ ,eeiw *® a,ei,l * eC,Bdta,, *t 

defined in the mid Scheme ofArrangmenO mod that such 
dM meeting of the PLC Sdieme Creditors (odier Hub as aforesaid} n 10.30 ul; and 

V*i M nwntm»ATrlta P-U J?_ «... - 


(>) 


(b) me mating of the BB&Co Scheme Crsditon (other tfamo as aforesaid) « 10 45 mm. fe, » 

thexem&n m the preceding Meeting shall fane been eoccfoded or adjourned) ' so soon 


K which place sad respective times sU the said creditors are requested to attend. 

A person is a PLC Scheme Creditor or a BB&Co Scheme Creditor (m the case msj be) i£ 


CD «r 6.00 pan, LnadoaTlmc on 12th March 1998 he held a benefidJ or other , 

prinapal a 9/. per cent. Pbrpema! Subordinated Norn issued by plc in EEte™ 1- 
® taehas actaJm aasmst PLC and/or 


' — —....wBMiai oyi-eA-m January 1904- 

Subordinated Notes concerned. uvestmg In the 9 V. per can. Perpetual 


Brit-prop art and the new furniture high-fliers, the murky world of the bogus 
stogie, and why opera in the countryside could become a no-go aria. All in 
how to spend it colour magazine, free with the Weekend FT next Saturday. 


FINANCIAL TIMES 


No FT, no comment. 


Amr person entitled to attend the said meetings can obtain copies of da- 

soting and proxy forms for use in refatioa to die said mcconszs and j Arn “* gemcnt > co P«» of 

fbnmbed praam » section 426 of the store metricSS Em2?££ required ro * 

Margarer Sbabetfa Mills, Alan Robert Boom and 


nsmefr Margaret Blasbedi Mlflt, Aba Robert Btotan and Nigel ^ 

cfaaruxed accountants, Bette Home, 1 Lambeth Palace Rood, ^ °*. Enm * Yauag. 

m de rm enooned so&awis at die address below during usual busm« ^ offices of the 

o.^, t-u— — — 2 usu “ Busn «» noun on any day (other than a 


Saturday Sunday or public holiday) prior to the dayqrprinted for^K^LklmLri 11 ^ nn ’ 

attend and sore at each of the t e sp e cti s e meetings rnnm m Q**** 1 ”* entitled to 

wbetber a 5cbaDc Creditor of PLC ^^B&Co wnotjes their 

eadortSwd subtrimTh^ca^^ “““** **44 be completed, 

raeived by tbeLiqaktazanofPLC and BB&Co« “ ld D Sc "“ aenI ^»»he 

endorsed, * handed to the chsmnin at dxe roceongsrwfaicfa^^;^! S ^’“ed and 

By the said Onto die Court has appointed Mmam um „ _ 

&flmg hfan Wgd James Hamtom to act a, oSES^5S2 ^ Rober » Bloom or 

Chafaman m report die result of each mh meeting to the CoS ™ “* aKa °S* <»* bu directed the 

DATED lit Jane, 1998 V^Hirc. 


Slaughter end May, 

55, Basmgball Street, 

London EC2V5DB. 
(ReERUi) 

Solici to r s for PLC and BB&Ca 


ca. 
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Something always seems to keep 
upon the wounds of the second 
world war. Last week It was the 
controversial visit to Britain by 
Japan’s Emperor Aklhitu- Now, it 
is i wo new studies on economic 
collaboration by neutral coun- 
tries with Nazi Gennany, which 
have complicated the already 
landed negotiations between 
Switzerland and the US over 
compensation for the activities of 
Swiss banks during the war.. 

Historians have to take their 
time. But it is unfortunate that 
the US State Department’s archi- 
vts-ts took a frill year to produce 
voslerdav’s study on Industrial 
coH.ibnration by wartime neutral 
Eup’pean countries. This follows 
their first highly critical report 13. 
nioutlis ago on the key rote of the 
Swiss central bank mid ccanmeD 
clal banks in laundering looted 
Nari gold. 

Inevitably, their latest report 
puts Swiss behaviour into con- 
text. without excusing It. It high- 
lights the symbiosis between the 
neutrals’ contributions to the 
Nan war machine . Without the 
iron ore, chrome and armour- 
hardening tungsten from Swe- 
den. Spain, Portugal and Turkey, - 
the gold laundered through .Swit- 
zerland would not have been 
much use to the Nazis, and vice 
versa. 
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Thf African DevelopmeA! 
is in a quandary. It has 
financial affairs In order. I 
yet to find an effective 
contributes little to the de 
the cuntinent's debt bit 
new ground on develi 
strategies, and its ec 
appraisals arc bland. 
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THE ARTS 


NEW YORK GRA ND OPERA AND LA GRAN SCBIA 


Falsettos step into the limelight 


Martin Bemheimer compares the glitz at at the Met with two pleasantly bizarre operatic operations 


Opera isn't exactly 
progressive art la the centre 
of America's cultural 
universe. The mighty 

Metropolitan has made 

conservatism a way of hfe 
for so long that even a 
timid, relatively isolated 
att empt to acknowledge 
contemporary staging 
techniq ues creates shocks of 
horror and waves of 
derision. Far many New 
Yorkers, opera stm means 
Grand Opera. 

The campaign for 


hit more spirit next door at 
Lincoln Center, where the 
New York City Opera plies 
its less glamorous trade. 
With an imaginative new 
administration firmly in 
place, optimism runs high, 
still, the City Opera budget 
remains severely Knitted, 
and caution remains a key 
to survival For better or 

worse the Met is still the 


ultimate national symbol - 
and national ww mr ^ g 
stick; - of operatic 
achievement 
All fins came sharply into 
focus with the recent debut 
of Robert Wilson, who 
brought bis modernist 
sensibilities to bear txpon 
Wagner's Lohengrin. Anyone 
familiar with Wilson’s work 
knew what to expect: subtle 
Bghting effects, a virtually 
empty stage, zitnaHsad 
movement, and abstraction 
of the drama. Although one 
certainly could argue O wt 
Wilson’s expressive style did 
not invariably accommodate 
Wagner's, the introduction 
of an alternative perspective 
seemed both stimulating 
and healthy. A noisy 
segment of the audience 
booed Wilson lustily on 
opening night, and the 
storm of controversy that 
followed the premiere was 
startling. The mainstream 


New York press, not notably 
analytical or sympathetic In 
matters of operatic 

adventure, farmed the 

fUmn»« nfRkwwW 

Reactionary voices in the 
community famed. 
Sophisticates yawned. 

The fuss was engaging; in 
its oddly provincial way. It 
would be a grass mistake, 
however, to regard events in 
and around the g litzy Met as 
the only manifastatiinis of 
significance in operatic New 
York- Some the most 
enlightened demonstrations 
of savoir-faire come from 
the least pretentions, least 
predictable sources. 

For instance, two 
pleasantly bizarre examples 
are a mini opera-company 
called La Gran Seena, 
populated exclusively with 
men and built around the 
extraordinary talents of a 

dotty declining diva named 
Vera Galnpe-Borszkh, which 


is about to make Its belated 
debut at Lincoln Center; and 
an undergr o und publication 
called Parterre Box which 
continually offers 
extraordinarily erudite, 
outrageously subjective 
criticism to a select 


trapped in a man’s body. His 
body. He and his merry 

falsetto band have been 
traipsing about the globe 
ever since, winning equal 
accolades from inveterate 

connoisseurs and casual 
outsiders. 


adore opera, its mannerisms 
and its mores. They 
understand the quirks, and, 
most important, respect the 
delicate line that separates 
elegant satire from vulgar 
spoof. 

At Alice Tally Hall 


Ira SHf is a self-proclaimed opera-maniac who found an 
heroic prima-donna temperament - and a soaring 
soprano to match - trapped in a man’s body. His body. 


audience in tribute to a time 
“when opera was queer and 
dangerous 

La Gran Seena is the 
brainchild and performing 
vehicle of Ira £tff, a 
self-proclaimed 
opera-maniac who, back in 
1981, happened to find an 
heroic prima-donna 
temper am ent - and a 
soaring soprano to match - 


London first made their 
acquaintance at the 
Bloomsbury Theatre a 
decade ago and the 
ensemble is better known, 
perhaps better understood, 
abroad than In the US. The 
invitation from Lincoln 
Center represents something 
of a rite of passage, an 

acknowledgement of 
respectability. SHT & Co. 


tomorrow, they will whoop 
their vtrtuosic way through 
the Ho^Uhbos of Wagner’s 
Valkyries, then puff through 
the smoldering Cigarette 
Chores of Carmen as 
prelude to excerpts from 
TYotumm Bottom. Aida and 
LTroiuzna in Algeri. The 
climactic presentation will 
be a La Seena specialty; act 
two off Tosco. When Stif, in 


the ridiculously comely 
guise of Mae. 
Gfthipe-Borszkh, sings 
“Vl&si d’arte," the 
tormented heroine’s plight 
is defined with genuine 
urgency, and with seamless 
legato phrases, a 

Khhwpieri wff ybmKdwft and 

refulgent top notes. In 
context tt Is fanny, of 
course, but it is strangely 
touching at the same time. 

James Jorden, the 
founder, editor, publisher, 
chief writer, head typist and 
principal stapler of Parterre 
Box, explains the Impact. 
“SifT," he says admiringly, 
“sings just as straight as his 
voice will allow." It was SUT 
and his aunt success that 
Inspired Jorden, himself a 
would-be falsettist, to leave 
not-so-cosmopolitan E twice, 
Louisiana, to seek Infamy 
and fortune in New York. 

By day, Jorden works as a 
computer-support specialist 
at one of the city's major 
hospitals. At night and 
weekends, this 
mild-mannered Dr. Jekyn 
gaily turns into several Mr. 
Hydes. Taking the name of 
La Cieca, the old blind 
mother of La Gioconda, he 
writes flamboyant reviews 
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for Parterre Box. As Dr. 
Repertory, he assumes a 
more scholarly guise. As 
James Jorden. and 
occasionally as Opera Head, 
he becomes a ubiquitous, 
fiercely argumentative, 
always well-informed voice 

exchanging wH and wisdom, 

barbs and insults with other 

fanatics on the Internet. 

Jonkn’s anti* 

establishment Attitudes can 
be abrasive. The Met 
management has objected 
both to bis attire (he has 
frequented standing-room in 
nan-festive leather and 
tattered jeans) and his 
distribution methods (he has 
stuffed copies of Parterre 
Box into official Met 
brochures). It is not known 
how the administration 
assesses his vastly 
Iconoclastic, often 
persuasive essays. 

La Gran Seena enlists 
serious singers who happen 
to do amusing things, not 
comedians who happen to 
slug. Parterre Box masks 
wise criticism with silly 
palaver. James Jorden 
explains the connection 
handily; “The humour is a 
vehicle for truth, not on end 
in itself." 


f i 


Sadler’s 

Wells 

3UtS its 

3est foot 
forward 


The curtain will rise on 
London’s new lottery 
funded home for dance 
and international 
touring companies in 
October, reports 
Antony Thomcroft 

The first major arts lottery 
project to be completed in Lon- 
don, the total rebuilding of Sad- 
ler’s Wells Theatre in Islington, 
is on target and within budget It 
was confident enough yesterday 
to ann ounce its opening pro- 
gramme. 

It plans to raise the curtain on 
October 12 with a specially com- 
missioned ballet from choreogra- 
pher Christopher Bruce danced 
by the Rambert Dance pompany. 

' The £4Bm ' development ' 
received £36m from the arts lot- 
tery fund, and- has raised £6m 
from private and corporate 
sources, with a farther £6m 
pledged. The main feature of the 
new theatre is a glass exterior 
wall which will change colour 
depending on the type of perfor- 
mance on show - flaming red for 
namenco, perhaps, cool white for 
fhwifai ballet. 

Sadler’s Wells wfH remain pre- 
dominantly a dance house, but 
opera and the lyric theatre will 
also be presented there. The 
transformation of the building, 
spearheaded by chief executive 
Ian Albery, was designed to give 
London a purpose built dance 
space. The stage of the old Sad- 
ler's Wells was too small, and 
major international dance compa- 
nies refused to perform there- 

After a week of Rambert, the 
Royal Ballet takes up residence, 
returning to the theatre where it 
was fo und ed in the 1930s. For a 
year it will regard Sadler’s Wells 
as its home-from-home while the 
Royal ppera House Covent Gar- 
den undergoes its lottery funded, 
£21 4m refurbishment, which 



Hairing rad tor flamanco, cool white tor cfewacal beltet: artistic efiractor Nigat t«nOa outride tha strWrg glass axtarior of th« renovated theatre owuMrad 


should be completed by Decem- 
ber 1999. 

Also appearing in the first sea- 
son, devised by artistic director 
Nigel mods, will be the equally 
peripatetic Royal Opera, from 
December 10 to January 16 1999, 
with performances of Smetana’s 
The Bartered Bride and Rfznsky- 
Korsakov's The Golden Cockerel. 
Ballet Frankfort: La Cuadra de 
SevfQa, (with a flamenco version 
Of CarmenY. Sankai Juku from 
Japan; Birmingham Royal Ballet; 
Northern Ballet Theatre and 
Green Candle are also on the 
schedule far Sadler’s Wells open- 


ing season, which will be spon- 
sored by the Prudential. 

The new Sadler's Wells will 
have 1,600 seats, slightly more 
than file old house. But it is com- 
pletely transformed back stage, 
with stateof-the-art lighting and 
sound systems, hi the auditorium 
it will be possible to lower a 
screen to shield off the gallery, 
creating a cosier feel far less pop- 
ular works. There is also a small 
studio, the Lilian BayKs, with 200 
seats, MTiri the management will 
continue to promote dance at the 
Peacock Theatre, its London 
home for the past two years. 


Sadler’s Wells will also accom- 
modate visual art shows, starting 
with an exhibition by Gary 
Home. Movies will also be 
screened, starting with Erich van 
Stroheim’s silent masterpiece 
The Wedding March an Novem- 
ber 16 and 17, which will be 
acc o mpanied by a specially com- 
missioned score by Carl Davis. 

It is ironic that Sadler’s Wells, 
which faced a very uncertain 
future a few years ago, with fre- 
quent financial crises and many 
dark nights, should be the first 
major beneficiary of lottery funds 
to reopen. 


Its completion is topical at a 
time when the whole provision of 
opera and dance in London is 
under scrutiny through the Eyre 
report, which has just landed on 
the desk of culture secretary 
Chris Smith 

Eyre talked to lan Albery and 
Is believed to have included Sad- 
ler's Wells in his recommenda- 
tions. It would be an ideal venue 
for chamber opera as well as 
dance. But Albery would be 
reluctant to hand over his new, 
solvent, theatre as part of a res- 
cue package for Covent Garden 
and the Coliseum. 


THEATRE GREEK TRAGEDIES IN SYRACUSE 

Furies unleashed 
by the gods again 


The ancient Greek theatre in 
Syracuse, Sicily, was one of the 
jewels of the classical world; 
even today, awash with curious 
backpackers and rowdy parties of 
schoolchildren, it retains an air 
of evocative tranquillity which 
automatically graces any produc- 
tion mounted in its large arena. 

Almost in defiance of the gor- 
geousness of these surroundings, 
the organisers of this year’s bien- 
nial festival of classical drama 
chose to open with one of the 
most unsettling works in the 
ancient repertoire: Euripides’s 
Bacchae, a play of such cosmic 
virulence that the solemn ele- 
gance of this arena is all but for- 
gotten. 

Walter Pagliaro’s production 
far the city’s National Institute of 
Ancient Drama rightly focuses on 
the tribal nature of this bleak 
drama. Four African percussion- 
ists hover in the background, 
occasionally swooping to centre 
stage to incite the crowd's Diony- 
sian fury, otherwise providing an 
alternative chorus of insistent 
battery to remind us of the deep, 
primal forces at work here. 

These -are unleashed by Paolo 
Graziosi’s proud, malevolent 
Dionysus, vexed by the arrogance 
of the upstart king Pentiums and 
determined to drive his cruel les- 
son home to the citizens of 
Thebes. Piero Di Iorio’s Pentheus. 
all fidgets and nervous drags of 
his cigarette, is a tyrant already 
on the skids; his troops might 
stomp bullishly in their first 
world war greatcoats and steely 
shields, but he knows that his 
control is slipping to the furies 
unleashed by the disguised god. 


A giant cube of transparent 
plastic panels is Pentheus’s cas- 
tle: in an inspired piece of set 
design, these fall apart to the 
(fortuitous?) winds whipping 
round the theatre as the revelries 
reach their frenzied climax. 
Order finally gives way to the 
caprices of the irascible new god. 

The final scenes of Bacchae are 
among tie most horrific in all 
theatre, and they are given due 
weight here: Pentheus’s mother. 
Agave (Micaela Esdra). arrives in 
ecstatic triumph with the head of 
a beast she has slaughtered. She 
sucks the hot blood from every 
orifice, places the lifeless head in 


a bowl, begins to lay the Libia; 
only gradually Is she brought out 
of the trance and brought to real- 
ise that the beast was her son. a 
final coup de theatre of incompa- 
rable savagery engineered by the 
merciless Dionysus. 

It is almost impossible to 
underplay events of such feroc- 
ity; they are mostly rendered 
with great power in this vibrant 
production, but I remained mysti- 
fied by the zebra crossings and 
concrete bollards in the fore- 
ground of the action: the traffic 

The final scenes of 
'Bacchae', among 
the most horrific in 
all theatre, are given 
due weight here 

passing through this torrid story 
Is surely too hefty for such whim- 
sical symbolism. 

Another work by Euripides, 
Hecabe, is being diown in rota- 
tiqnrwith B ac cha e. It is a more 
formal play, set in the limbo of 
post-war Troy, where the Greeks 
are waiting to take their tri- 
umphs home but find themselves 
frustrated by the absence of 
winds to carry their boats. 

A sullen, desolate chorus in 
post-punk costumes, and shards 
of corrugated iron scattered at 
the side of the stage add to the 
general air of post bellum disori- 
entation; all emotional resonance 
is provided by Valeria MorlcouTs 
performance in the title role, 
which successfully navigates 
between the extremes of dignity 
and despair, helplessness and 
vengeance. Daniele Griggio (Ulys- 
ses) is splendidly aggressive in a 
natty Desert Storm combo and 
shades; Arnaldo Ninchl’s Aga- 
memnon is a little insipid, but 
then he has plenty of worries to 
attend to when be returns to his 
native land. 

Peter Aspden 

Bacchae and Hecabe play on 
alternate nights at the Teatro 
Greco, Syracuse, unto June 28. 


INTERNATIONAL 

Arts 

Guide 


AMSTERDAM 

OPERA 

Netherlands Opera, Hat 
Muziekthastar 

Tel: ST-20-5SI 8911 
Siegfried: by Wagn^Ne* 
production conducted 
Haenchen in a staging by Pierre 
Audh J un 5, 9 

BADEN-BADEN 

OPERA 

International Festival 
Tafc49-7«-ra0 4I« 

The Royal Opera: OeAgyp^ e 

Helena, by ft Strauss- 

T Wetemann condu ?^ 8 iTSSST 

starring Deborah Voigt hi 

Lyu t>a Kazamovskaya^on v* 

opening right of the /**» l ' tnthe 

naw Fests pielhaus: Jun 6 

BERLIN 

CONCERTS 
Konxerthaus . 

Tel: 49-30-203090 
• Berlin 

conducted by 
woriety Stravinsky an* 


Tchaikovsky; Jun 4, 5, 6 

• Deutsches' 

Syirphorie-Orohestw Berfin: 
conducted by Vladimir Ashkenazy 
bi a programme of works by 
Mozart. With flute aofotet 

Martin-Ulrieh Senn and harpfet 
Nina Schtemm; Jun 8 

• in te rnational Chamber 
Orchestra: conducted by Nttotaus 
Harnoncourt in works by Mozart 
and Handel With Conoentus 
Musicua end soprano Sytvfa 
McNair; Jun 9 

• Rundfunk-SWbnleoraftester 
Berlin: conducted by Alan Gilbert 
in wort® tsy Karmen, Mozart and 
Copland, with darfnet soloist 
Sharon Kam; Jun 3 

PhBhamtonfe . 

Tel: 49-W-2S48 8354 

• Berlin Philharmonic Orchestra 
conducted by Lorin Maazd in 
works by Maazel and Mahler. With 
cello soloist Rostropovich; Jun 5 

• Berlin RinharmoricOrcheeira: 

conducted by Lortn Maazel in - 
works by Strauss and Wagner, 

Jun 9 

OPERA 

Deutsche Oper . 

T^^Sb34384^1 
Manore by Massenet. New 
ortiduction conducted by JB1 Kout 

in a staging by Ce^ Umra. With 

mgiB by Marjhenta Paid and 

costum es by Luigi Perago; Jun 7 

bologna 

OPERA 

Teatro Comunri® 

Tat 39 - 57-529 999 

yuywjrettunoJtJboll&al/QCornur&te 

EJnOo^int by Mozart. New 


production conducted by Dari eta 
Gattt In a staging by Gianfranco de 
Bosfo, with designs by Pasquale 
Gross!; Jun 9 

FLORENCE 

OPERA 

Maggio Musicrie Ftorentino 
TeL 39-55-211158 
www.fnaggtofl6fBntino.con7 
Wozzedc by Berg. New production 
by Wiliam Fried kin, conducted by 
Zubin Mehta; Teatro Comunale; 

Jun 3, 5, 8 


GLASGOW 

OPERA 

Scottish Opera, Theatre Royal 
Tet 44-141-332.9000 
The Queen of Spades: by 
Tchaikovsky. Conducted by 
Richard Armstrong In a staging by 
Yamfe Koktos: JunS 

GLYNDEBOTJRNE 

OPERA 

Gtiyndebounw Festival Opera 
Tet 44- T 2 73-615 000 

• Cost Fan Tutte: by Mozart New 
production by Graham Vick, 
conducted by Andrew Davis. Cast 
Includes Alan Opie and Barbara 
FrittolL With the London 
Philharmonic Orchestra; Jun 4, B, 9 

• Katya Kabanova: by JanACek. 
ftevivaJ of Nikolaus LehnhofFs 
production, conducted by Yakov 
Kreteberg, wift designs by Tobias 
HoheiSeL With the London 
Philharmonic Orchestra; Jun 3, 5, 7 

HELSINKI 

OPERA 


Finnish National Opera 
Tet 358-9-4030 2211 
Siegfried: by Wagner. Conductor 
Leif Segerstam, director GOtz 
Friedrich and designer Gottfried 
PHz continue their collaboration on 
the Ring with this new production. 
The title role is sung by Stig 
Andersen; Jun 5, 8 

LONDON 

CONCERTS 

Barbican Hah 

Tel: 44-171-838 8891 
London Symphony Orchestra: 
conducted by Andrt Previn In 
works by Copland, Barber and 
Gershwin; Jun 7 

EXHIBITIONS 

Royal Academy of Arts 

Tet 44-171-300 8000 

Summer Exhibition: held every year 

since tha Academy’s foundation in 

1768, the world's largest open 

exhibition displays work by 

established printers and sculptors 

alongside that of younger and less 

well known artists; to 

Aug 15 

Tate Gaflety 
Tel: 44-171-887 8000 
Lucian Fraud: Sane New 
Paintings. More than 20 recent 
works, many of them completed 
during tha last year and never 
before publicly exhibited in Britain. 

Includes characteristic, large-scale 
studio nudes, and portraits of the 
artist's daughters; from Jun 3 to 
Jul 26 

OPERA 

Barbican Theatre 
Tet 44-171-638 8891 


L’Orfeo: by Monteverdi. American 
choreographer Trisha Brawn 
makes her debut as an opera 
director with this production, which 
is designed by Roland 
AeschUmann and conducted by 
Renfr Jacobs; Jun 3, 4, 5, 6 

English National Opera, London 
Coliseum 

Tet 44-171-832 8300 

• Carmen: David Pitch and John 
La Bouchardfera direct a revival of 
Jonathan Millar's production, 
conducted by Noel Davies; Jin 3, 

5 

• Marion: by Massenet New 
production by David McVIcar, 
designed by Tanya McCaflin. Rosa 
Mannlon sfogs the title role and the 
conductor is Paul Daniel; 

Jun 4, 6 

MILAN 

OPBtA 

Teatro alia Scale 
Tet 39-2-88791 
wwwJasoala.mflanoJt 
Marion Lescaut by Puccini. 
Production by Uliana Cavani 
conducted by Riccardo Muti; Jun 
SJ8 

MUNICH 

CONCERTS 

PhSharmonie Gastefg 

Tet 49-89-5481 8181 

Munich Philharmonic Orchestra: in 

chamber music by Barri&re, Haydn, 

Boccherini, Dragonetti. Rossini, 

Weber and Mozart An 7 

NEW YORK 

EXHIBITIONS 


Guggenheim Museum 
Tet 1-212-423 3500 
www.gufgenheim.org 
China - 5,000 Years: highlights 
include Neolithic Jades, Shang and 
Zhou bronzes, tomb ceramics, and 
a collection of Buddhist stone 
sculptures; to Jun 3, then 
tran s fer ri ng to Bilbao 

Metropolitan Museum of Art 
Tet ? -212-879 5500 
wwwjrtetmjseum.org 

• Pierre-Paul Prud’hon 
{1758-1823): firet American 
retrospective of work by the 
French court painter and 
draftsman, who won acclaim 
during the years spanning the 
Revolution, the Empire and the 
Restoration for his allegories and 
portraits. Includes 80 paintings and 
100 works on paper, to Jun 7 

• Sir Edward Bumo-Jones: first 
American exhibition devoted to the 
19th-century British artist, 
comprising more than 200 works. 
Including tapestries and jewefiery 
as. well as paintfogs; from Jun 4 to 
SepB 

Museum of Modem Art 

Tet 1-212-708 9480 
www.moma.org 

Bonnard (1867-1947): transferring 
from London's Tate Gallery, this 
major retrospective comprises over 
100 paintings. Indudes 
landscapes, stifi fifes, a series of 
nudes, and several self-portraits: to 
Oct 1 

PARIS 

CONCERTS 
SaDe PteyeJ 

Tet 33-1-4581 6589 


Orchestra de Paris: conducted by 
Sytvaln Cambrel Ing In works by 
Boulez and Messiaen. With 
soprano Franc rise Pallet; Jun 3, 4 

Thftfttro des Champs Bysftei 
Tel: 33-1-4X25050 

• Orchestra de Paris: conducted 
by Loub Langtee in works by 
Schubert and FauTO. With soprano 
Ruth Zlesak and baritone Stephan 
Genz; Jun 8 

• Orchestra des Champs-Byseefi: 
conducted by Philippe Herreweghe 
In works by Berlioz and Schumann. 
With mezzo-soprano Brigitte 
Brileys; Jun 5 

TV AND RADIO 

• WORLD SERVICE 
BBC Work! Service radio for 
Europe can be received in western 
Europe on medium wave 648 kHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN hnamathmsl 
Monday to Friday, GMT: 

06.30*. Mbneytirw with Lou Dobbs 
1330: Business Asia 
19.30: World Business Today 
22Mh World Business Today 
Update 

• Business/Market Reports: 

05:07; 06:07; 07.-07; 0820; 0920; 
1020; 1120; 1122; 1220; 1320; 
1420. 

At 0820 Tanya Beckett of FTTV 
reports live from LIFFE as the 
London market opens. 
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LIONEL BARBER 

EUROPEAN VIEWPOINT 


Germany first 


' m/ 

Kohl’s struggling re-election campaign highlights a shifting 
attitude among Germans fed up of being ‘good Europeans’ 


There is a whiff of 
desperation about 
Chancellor Helmut Kohl’s 
re-election campaign in 
Germany. The rest of Europe 
would be unwise to ignore it. 

In normal times, Mr Kohl 
would have strode clear or 
the image merchants and 
run on his record as 
Europe's premier statesman. 
These are not normal times. 
The chancellor has just 
appointed a new media 
team, including a former 
Bild newspaper editor 
known as Ram bo. His other 
nickname is Der Plattmacher 
- the Great Simplifier. 

In short. Mr Kohl is in 
deep trouble. His 
centre-right-liberal coalition 
is coming apart. After 16 
years in power, the 
fractiousness is reminiscent 

of the dying days of the 
British Conservative 
government: so is the 
thuggish rhetoric against 
Brussels and the European 
Commission. 

Welcome to the new 
populism in Germany. What 
makes it dangerous is that it 
coincides with a shift in the 
intellectual debate, 
especially among a 
policy-making elite seeking 
to redefine German national 
interests in a more 
economically and politically 
integrated Europe. 

The shift in attitudes goes 
beyond questions of 
Germany's contributions to 
the European Union budget, 
of which more in a minute. 

It involves above all a 
re-examination of the 
distribution of power 
between Brussels. Bonn and 
the German Lander. In each 
case, the idea that Germany 
is getting a raw deal is 
spreading. 

In the past, Germany 
could be relied upon as a 
staunch defender of free 
market principles and an 
independent competition 
authority in Brussels. But 


last year, Kurt BiedeukopC, 
prime minister of Saxony, 
declared that the rules did 
not apply when it came to 
subsidies to the profitable 
carmaker Volkswagen to 
create jobs in fanner east 
Germany. Now Bonn has 
declared open season on 
Karel van Miert, the ElTs 
competition commissioner. 

Take the manoeuvring 
over the proposed digital 
pay-TV joint venture 
between Leo Kirch, the 
secretive media mogul and 
chum of the chancellor, 
Bertelsmann, the 
International publishing 
group, and Deutsche 
Telekom. 

Mr Kohl himself lobbied 
on behalf of the deal. The 
word Is that he threatened 
Jacques San ter, the 
European Commission 
president, with “all-out war” 
if Brussels dared to block it. 
Last week. Bertelsmann 
walked away at the last 
minute, allowing all sides to 
save face. 

Bertelsmann-Kirch is a 
case study in the 
cronyism -cum-corporatism 
of modern Germany. Zt was. 



Deep trouble: Kohl's coeHtfon 
go vernment Is coming apart 


says one senior Commission 
official, an attempt to lock 
up the German market 
against outside predators 
such as Rupert Murdoch; an 
exercise in German 
industrial policy writ large. 

On a smaller scale, regions 

such as Bavaria. Lower 
Saxony (home of Gerhard 
Schrtkter, the SPD’s 
candidate for chancellor) 
and North Rhine Westphalia 
are also running their own 
industrial policies. Each is 

st mgRiing- agains t high 

unemployment and the need 
to cope with the increasing 
competition of the single 
market and a future single 
currency zone. But the price 
Is more scrutiny from the 
Comm is sion as guardian of 
the sin gl e market. 

The more active role of the 
commissioner as 
enforcer of EU rules does not 
fit the old German view 
which, put crudely, saw 
Europe as a political project 
that prevented war in 
western Europe and 
balanced the free circulation 
of German industrial goods 
with the protection of 
French Cuming interests. 

This view is as outdated as 
the Common Agricultural 
Policy. Indeed German 
policy toward Europe In 
general is riddled with 
contradictions as the 
country struggles with the 
challenges of German 
unification, glo balisation 
and enlargement of the EU 
to central and eastern 
Europe early next century. 

Thus, Bonn champions 
eastern enlargement, but 
insists that no new money is 
made available and that 
freedom of movement for 
workers from eastern 
Europe will require a long 
transition period, perhaps 10 
years or more. 

Mr Kohl's ministers 
complain that Germany pays 
almost one-third into the EU 
budget but draws out less 


than anyone else in terms of 
regional aid and from 
subsidies. Hence the daily, 
demand far an improvement 
in Germany’s "net 
contribution” to Brussels. 

Is two weeks' time, at the 
EU summit in Cardiff, Mr 
Kohl is expected to demand 
a ■golem n commitment from 
his fellow leaders that 
Germany’s net contribution 
will be reduced. He may 
even press for a UK-style 
rebate, at the risk of 

provoking a row with Spain 

and other southern countries 
which are intent on 
protecting their own net 
position and which view 
eastern enlargement as 
favouring German strategic 
interests. 

The British Foreign Office 
says it is relaxed. Some 
officials have been beard to 
say that a German-led 
argument over money might 
even be helpful because it 
would underline the British 
case for budget discipline. 
This is extremely short- 
sighted - 

It serves no one’s interest 
to fracture the north-south 
consensus on enlargement 
There are plenty of countries 
willing to use any excuse to 
slow down enlargement 
without British 
encouragement Mr Kohl is 
so weak that he can no 
longer be relied upon to 
make the moral, political 
and strategic case for early 
EU expansion eastwards. 

Twelve months ago. many 
commentators predicted that 
Mr Kohl risked losing the 
general election campaign 
because of bis decision to 
abandon the D-Mark for the 
euro. This may still be true, 
but not in the way some 
imagined. 


The SPD has discovered 
that the path to power does 
not lie in a “Save the 
D- Mar k" campaign instead, 
Mr Schrider has conducted a 
mare insidious attack, 
suggesting the chancellor 
has sometimes put Europe 
first and Germany second. 

For mare than a 
generation, the Germans 
have always argued that 
these are false dichotomies, 
that the interests of 
Germany and Europe merge 
imperceptibly Into a wider 
whole. 

That may be changing. 

Hie lesson of the campaign 
of '98 is that German 
national interest are no 
longer dirty words. 



LETTERS TO THE EDITOR 


Investigation must be reactivated to 
counter Kabila’s delaying tactics 


From Mr Gordon Martin. 

Sir, In your excellent 
leader, “Kabila's failure" 
(May 27), you refer to the 
president, of the Congo's 
refusal to co-operate with 
the United Nations investi- 
gation into the, allegations of 
mass killings of Hutu refu- 
gees last year, and you voice 
approval of the withholding 
of international aid “until he 
complies”. 

Unfortunately, there is no 
longer any UN investigation 
in progress. Roberto Garre- 
tdn, the Chilean special rap- 
porteur for Congo of the UN 
Human Rights Commission, 
first drew attention to the 
reported mass killings early 
last year. He was then black- 
listed by Mr KahTja and ban- 
ned from entry to Congo. 

The UN secretary general. 


Kofi Annan, in what to 
many people (me included) 
looked like appeasement of 

Mr Kah fla. sidelined Mr Gar- 
retbn and last August sent 
in his own three-member 
investigative team, headed 
by former Togolese chief Jus- 
tice, Atsu-Koffi Amega. 
Though m theory the compo- 
sition of this team had been 
previously approved by Mr 
KAhiia, they met with con- 
tinuous obstruction in Kins- 
hasa, and literally got 
nowhere. 

After eight months of this 
fruitless and costly exercise, 
Mr Annan acknowledged its 
futility and withdrew the 
team. 

Mr Garretdn’s mandate 
was recently renewed for 
one year by the Human 
Rights Commission, but it 


does not specifically include 
investigation of the alleged. 
killing s. ; 

Puctberindre, Mr Garretfln 
has not been allocated either 
the . financial or technical 

support to carry outjsucft « 
mission. Unless some new 
mechanism is set up to look 
into the alleged killings, Mr 
Kabila’s delaying tactics will 
have clearly paid off. It is 
imperative that a credible 
Investigation should be re- 
activated, before the issue of 
the killing s is obscured by 
more recent human lights 
abuses in Congo, and the 
forensic and other evidence 
disappear. 


Gordon Martin, 
11 Rue VideDet, 
1202 Geneva,.’ 
Switzerland 


The sound of the pot calling the kettle black 


From Mr SLA Krishnan. 

Sir, Bom In. the country of 
the Mahatma (Gandhi), I 
share the concern of mminm 
at the spread of nuclear 
capabilities. At the same 
time I cannot but help being 
bemused by the reaction of 
western nations. 

The cacophony raised by 
the various governments, led 
by the US, are tantamount to 
the proverbial pot calling the 


kettle black. The president 
of the US and the prime min- 
ister of the UK in particular 
would be well advised to 
read your editorial of May 29 
("A test for the nuclear 
dub”), especially the last 
paragraph. 


S-A. Kiishnan, 

52B, Miramar. 

3 Napean Sea Road, 
Mumbai - 400 026, India 


From Mr Paul Waller. 

Sir, How can Bill Clinton's 
condemnation of the Indian 
and Pakistani nuclear tests 
be credible when outside his 
Office there. is a marine hold- 
ing a briefcase capable of 
triggering the total wzpeout 
of all life on this planet? 


Paul Walter, . 

12 Stanley Road, 
Newbury RG14 7PB, UK 


Bahrain has enviable reputation in Gulf 


Jtow.youL-R /3 
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ASAP nuMit\ lima- than ju« “as soon as pofeiMe”. ASAP is your chance to meet 
the chalk-i igcs of the Euro and rfu- war 2WM with software made for the future. In our 
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From Abdul Aziz Mubarak 
A1 Khalifa. 

Sir, Your correspondent 
Robin Allen's article, 
“Bahrain economy suffers 
as Shia dissent simmers" 
(May 28), provides an 
unfortunate example of a 
reporter seeing what he has 
set out to find. 

It is never hard to find 
critics of any government 
but to pass off this deter- 
minedly biased and distorted 
account as a fair and bal- 
anced report an the situation 
In Bahrain does no credit to 
your newspaper. 

Any notion that daffy life 
in Bahrain is driven by 
unrest end repression would 


be quite .wrong- It is far safer 
to live and work there than 
in any western capital. Bah- 
rain has an enviable reputa- 
tion in the Gulf for being an 
open, libera] society. That is 
why so many foreign 
businesses choose to be 
there. .... 

The government knows 
unemployment is a problem,., 
but to suggest dismisrively 
that it is doing nothing 
about this is irresponsible 
journalism. -There is no men- 
tion in the piece about the 
initiatives on training, 
education and job creation, 
nor the efforts on social 
housing. 

There is a good reason 


1 why Bahrain has. for the- 
third year running .come top 
among Arab countries in the 
United Nations' report on 
human development 
-As for the ; insinuation 
about corruption, this has 
more to do . with your writ- 
er’s keenness to- 
“strengthen” his. story thaw 
any sense of duty, to inform 
your, readers. 


.Abdul Aziz Mubarak A1 

Khalifa, 

ambassador. 

Embassy of the State of 
Bahrain* .... 

98 Gloucester Road, ■ * 
London SW7 ; 4AU, 

UK 


Lesson in 


strategy 


from Mir Christoph AfarAA 

Sir- Professor Gregory 
Mankiw?B score of B for the 
0s justice department case 
seems too generous when 
you consider it Is not the 
ggrernmentfs remit to pro- 
-tect incompetent competi- 
tors {“The Microsoft quick 
quiz!*. May 26). In 1995. Jim 
Barksdale of Netscape 
announced that its Naviga- 
tor browser would make 
Microsoft’s -core- product 
Windows obsolete This was 
equivalent to declaring war - 
without having a dear plan 
or the means to fight it. 

The correct strategy would 
have been to offer Microsoft 
an entry version at nominal 
cost for inclusion in Win- 
dows 95, maximise revenue 
through upgrades, become a 
Microsoft solution provider, 
build an International chan- 
nel and consulting presence, 
and slowly infiltrate the 
operating system and cus- 
tomer space while Microsoft 
was becoming complacent 
over its Windows and Office 
successes. 

Rather than breaking up 
Microsoft in an orgy of gov- 
ernment abuse its manage- 
ment foam should be forced 
to lecture business strategy 
to the rest of the Industry, 


Christoph Marloh, 
Langerstrasse 2/5, 

8Z675 Munich, Germany 


Hidden agenda 
for US fends 


From Mr Keith Steoenton. 

Sir, Is It noteworthy that 
all the contributors to the 
property market column, 
An asset class apart" (May 
29), proposing that UK pen- 
sion funds abandon property 
were- American companies? 
Is it in the least pertinent 
that these funds, freshly 
arrived on our shores, are 
finding yields too keen and 
may be seeking to talk the 
market down? 


Keith Steven ton, 
Weatherall Green & Smith, 
‘i2& Chancery Lane, 

London WC2A 1LT, 

UK 


Number One Seothwark Bridge, London SE1 9HL 


Wo are keen to anctxjra^ tattoo from rasridrS mxVMde- Lettas may be faxed to +44-171-8735938 (sal tax to tne 1 ). amat 
MnKfldfearWUcm PUfcWw) kata* (am eteo Mfebto on tf» FT web tie, tttprJ/WHrJFTram TiaWadonroyboaMtebtelor 
WJaro writtan « the mata intematanel tankages. Fax 01 T1 8736938. Letter* Bhaid t» typed end not hand wrtten. 
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Pity Alan Greenspan 


The US Federal Reserve knows what the enthusiastic proponents of a ‘new economy’ 

do not - that It should raise interest rates 


T hese are happy 
times for US eco- 
nomic pundits, but 
nail-biting ones for 
its central bankers. 

For the past few months 
the data on the US economy 
have been unusually oblig- 
ing - allowing both door 
believers in traditional lim- 
its to growth and ebullient 
believers In the new econ- 
omy to feel confirmed in 
their faith. But the same 
data place the Federal 
Reserve In a bind, indicating 
ever more clearly what the 
Fed should do - namely 
raise interest rates - while 
making 1 it politically impossi- 
ble to act on that knowledge. 

So far this year, the US 
economy has continued its 
winning streak, growing at 
rates well above the two- 
point -something that tradi- 
tional economists regard as 
its long-term potential, yet 
with headline measures of 
inflation, such as the con- 
sumer price Index, remain- 
ing quiescent So why, ask 
the New Economy types, 
meddle with, success? Infla- 
tion is dead, old limits to 
growth have been abolished; 
AJan Greenspan, the Fed 
chairman. Shouldn't raise 
rates, he should consider 
cutting then. 

But old-style macro- 
econouusts look at different 
numbers. They see an unem- 
ployment rate that keeps on 
declining - good news in 



Greenspan’s tSenuna: he might watt too kmu briora raUrig rates 


numbers bounce aroundT a 
lot, but -that is precisely the 
point: the latest bad news on 
productivity reinforces the 
Old Economy view that the 
previous good news was no 
more than a routine statisti- 
cal blip. . 

Meanwhile, wages are 
gradually moving into the 


as Asia has plunged into cri- 
sis. Sooner or later these spe- 
cial events will end. or even 
go into reverse. Whan they 
do the US will find Inflation 
quite alive. Share prices, 
which can only be justified if 
the US economy Is poised to 
begin decades of extraordi- 
nary growth, win swoon. 


itself, but since there must 
be some lower limit on 
unemployment, an indica- 
tion that recent growth rates 
cannot continue unabated. 
In fact, the historical rela- 
tionship between growth and 
unemployment knows as 
Okun’s Law remains intact, 
suggesting that the econo- 
my's potential growth 
remains less than 2.5 per 
cent 

To raise ■ that long-run 
growth rate the economy 
would have to achieve a sus- 
tained increase in the rate at 
which it raises output per 
worker; but productivity, 
after two good years, was 
dismal in the most recent 
quarter. Of course those 


TTie Fed knows that the economy is 
running dangerously hot and feare 
that the longer it waits to cool it the 
greater fee damage. But any rate rise 
will provoke outraged protests 


red zone, with year-on-year 
increases at their highest 
levels since the early i£SQs. 

Among the Old Economy 
Crowd, the story line r ant 
like this; underlying infla- 
tionary pressures have been 
building steadily over the 
past two years, but have 
been masted by a sales of 
one-time events - the 
savings in benefit costs due 
to the shift to COst-conscious 
health maintenance organi- 
sations (HMQ$), the decline 
in import prices as the dollar 
has surged against the yen 
and D-Mark, and the slump 
in wortd commodity prices 


Now consider the Fed's 
dilemma. While Mr Green- 
span remains carefully enfe- 
■ matic m his pronoun ce- 
JJ? 18, 5.®* “ no Question 

ofrt Fed remain 
Old Economists - and 

risfctly SO. After all, where 
^teep growing at current 
New Economy answers 

^ge from wishfoiSS 

productivity 

«re about to materialise^ 
day now) to sheer ncmL^ 

JSSSTLE , 22 , "» 

««wth). This^Sar 


nonsense because productiv- 
ity and growth are essen- 
tially the same number; if 
productivity is under-re- 
ported, that doesn't mean we 
con grow faster, it means 
that we already ore growing 
faster. 

The Fed knows that the 
US economy is running dan- 
gerously hot and fears, with 
reason, that the longer it 
waits to cool it the greater 
the damage. However, any 
rate rise when the headline 
infl ation rate remains so low 
will provoke outraged pro- 
tests. The protesters will 
include not only the usual 
suspects oti the left, but 
much of the business and 
financial community, who 
have become enthusiastic 
proponents of the New Econ- 
, omy doctrine. 

J once heard a Fed official 
give a talk about the New 
Economy, which on close lis- 
tening suggested that he 
regarded the doctrine as 
nonsense, but was so 
wrapped in indirection and 
eup hemism as to be nearly 
jntihteUigJble. When I talked 
to him later, he apologised 
but explained: “I haveto 

dS 7 ** ? eS6 ev ery 

Jar, I can’t say Qat out that 

SSv S- aoe foo,s of 

fST® ** on what it under- 
stands but what they cto not, 

^ whcn they 
r f asoD for concern 
would be in effect to say that 
are fools who dS nm 
understand economics. And 
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Confronting 
a wobbly yen 


Stop-go-stop economy 

If Japan is not to sink into a deflationary spiral, the government must act radically. But in the 
short term, says John Plender, solutions could make the situation worse rather than better 


Asia badly needs a Japanese 
economic recovery to help it out 
of its financial crisis. Yet the 
yen’s recent weakness against 
the dollar, while offering succour 
to Japanese manufacturers, 
simultaneously threatens to 
destabilise the Asia-Pacific region 
by provoking farther devalua- 
tions. Is this a risk that simply 
has to he lived with? Or can it be 
managed? 

In normal cjrc umufcpiirtpq there 
is much to be said far Fed chair- 
man Alan Greenspan’s view that 
an exchange rate is a price, like 
any other. It follows that while 
the signals of the currency mar- 
kets should not be Ignored, the 
prime focus of economic manage- 
ment should be the pursuit of 
sensible domestic pnKHug 

Nothing illustrates f*ri« better 
than Japan's own experience in 
the 1980s, By acceding to US 
demands for a weaker' yen, 
policymakers paved the way for 
the bubble economy by loosening 
monetary policy to excess. The 
country is still suffering from the 
consequences. 

Nor should the threat of Asian 
devaluations, and especially a 
devaluation of the Chinese ren- 
minbi, be seen out of context. 
While some economies in the 
region, most notably South 
Korea, are sensitive to the yen's 
fluctuations because they com- 
pete directly with Japan, China 
does not Rather, it plays host to 
Japanese companies that have 
expanded their manufacturing 
facilities there. So for nhfaia , any 
backwash from, a weak yen win 
tend to come indirectly via the 
other Asian economies. ' 

That said, these are not normal 
times. Japan is straggling to 
stave off deflation. And its policy 
response has so for been thor- 
oughly inadequate. If the yen Hh^ 


been endemically weak si nc e 
mid-decade, it is partly because 
markets have sensed that the 
authorities in Tokyo lack the win 
*o address Japan’s problems 
directly. 

The latest fiscal package, 
according to JJP. Morgan's esti- 
mate, should add about L4 per 
cart to growth in IS96. Yet this 
merely serves to help fin the hole 
created by last year’s tax 
increases. Meantime a genuinely 
radical move, the financial Big 
Bang that started in April, is 
bound to weaken the yen since it 
allows investors to escape the 
paltry income return on Japanese 
bonds and equities for higher 
yields in stronger currency coun- 
tries overseas. 

Against that background, the 
US, which has long urged radical 
deregulation on Japan, can 
hardly complain if the Big Bang 
reforms weaken the yen. Nor 
does e x change market interven- 
tion make much sense. When the 
banking system is fragile and the 
corporate sector is weakened by 
a credit crunch, there is no 
escape from loose monetary pol- 
icy. The priority should be to 
avoid a disorderly yen free-fall. 

One co n trib ut ion the authori- 
ties in Tokyo could make to help 
stave off devaluation in the rest 
qf Asia is to Intervene to prop up 
other weak Asian currencies. But 
the overwhelming priority must 
be another big, and better bal- 
anced, expansionary fiscal pack- 
age as soon as possible, complete 
with permanent tax cuts. 

What Japan, badly needs is a 
resumption of private sector 
growth, to provide the right back- 
ground for urgently needed struc- 
tural reforms. On past form, the 
more likely outcome is half mea- 
sures, followed by continuing yen 
weakness. 


Gilt and guilt 


Something always scans to keep 
open the wounds of the second F 
world war. Last week it was the 
controversial visit to Britain by 
Japan’s Emperor AkQdto. Now, tt 
is two new studies on economic 
collaboration by neutral cotta-, 
tries with Nazi Germany, which 
have complicated the already 
tangled negotiations between 
Switzerland and the PS over 
compensation for the activities 'of 
Swiss banks during the war.' 

Historians have to take their 
time. But it is unfortunate that 
the US State Department's archi- 
vists took a frill year to produce 
yesterday's study on industrial 
collaboration by wartime neutral 
European countries. Tins follows 
their first highly critical report 12 
mo n t h s ago on the key role of the • 
Swiss central hank and commer- 
cial banka in laundering looted .. 
Nazi gold. 

Inevitably, their latest report 
puts Swiss behaviour into con- 
text, without excusing it. It high- 
light the symbiosis between the 
neutrals' contributions to the 
Nazi war machin e. Without the 
iron ore, chrome and armour- . 
hardening tungsten from Swe- 
den, Spain, Portugal and Turkey, 
the gold laundered through Swifc 
zerland would not have been 
much use to the Nazis, and, vice 
versa. 


This fuller picture was not 
available to Jewish groups and 
the treasurers of various US 
states last year when they 
launched their bflhondoillar class 
action suits and boycott threats 
against the big Swiss banks. Nor 
were the litigants aware of the 
fitkUngs of a Swiss-led panel of 
historians/ which last week 
reported that the Swiss National 
Bank (SNB) had been well aware 
of the looting of Nazi gold and 
that Swiss insurers had been 
keen to take the bullion to cover 
their German losses. 

As a result of the latter-report, 
the legal actions are gaining 
fresh momentum. US lawyers 
will tins week ffle a class action 
against the SNB, and may soon 
be coming after Swiss insurers. 
This may disrupt compensation 
negotiations already underway 
between the Swiss banks and US 
’ Jewish groups. 

Having made a SFrlOOm pay- 
ment to a Holocaust victims 
-fund.- the SNB. backed by the 


become dragged into’ negotiations 
with the US. But in the end, the 
Swiss.. government wfil have to 
get Involved, to help the US bro- 
ker and. underwrite a global set- 
tlement Time presses, if aged 
Holocaust su r v i vors are to get. 
c omp ensa tion. 


An African voice 


The African Development Bank 

is in a quandary, ft has put its 
flnanriat affair s in order, hut has 
yet to find an effective rote. It 
emtributes little to the debate on 
the continent's debt, breaks no 
new ground on development 
strategies, and its economic 
appraisals are bland. 

Omar Kabbaj, the bank’s presi- 
dent since 1095, inherited a port 
Jbflo with bad loans and a poor 
repayment record. He deserves 
praise for putting the hank hack 
on a sound footing. He bascut 
overstaffing, won approval for a 
35 per cent increase inthe banks 
capital base, and ended a wren®® 
between African and noj>Amcan 
members over voting rights, joe 
batik recovered its Triple A rat- 
ing. but It lost sight of its devel- 
opment role and is too 

Only blue chip projects under- 
taken by safe and secure conn- 
tries win ADB backing- Tb* 
result is that 39 of Its 50 members 
do not meet the bank's rough 
leniHrwr terms. Yet most oftne 
countries in need of ADB support 
are by their nature risky, such as 
Gougo or Liberia. . 

It is difficult for the bank to 
break ground that 
cowered by the World Bank, hut 
it can make .a greater “ 

should give crofis^ordCT^^ 
development projects higher pri- 


ority, for a start ft should play a 
greater part in the development 
of Africa’s infrastructure by 
enc ouraging bufldopearate-trans- 
for strategies for projects snch as 
toB roads and power plant 
■Finally, the ADB shouldbepro- 
qMirip an lnitiflectual edge in the 
■ debate about development strate- 
gies for' the continent S could 
begin by substituting plain 
speaking and frank analysis for 
the bland appraisals that are the 
..hallmark of its annual reports. 
For example, its analysis of 
Kenya mod Nigeria fail to men- 
tion corruption, and thus lack 
credibility- ■ * 

ABB should be leading the 
wav in a campaign against cor- 
ruption, and for improved gover- 
nance. It needs to move twt tf 
the shadow of the World Bank, 
and provide an African perspec- 
tive on the continent s chal- 
lenges. Africa needs urgently to 
attract more foreign investment 
to compete effectively in the 
global market It needs rapid 
investment in 

commuxtication^more effioem 

-financial markets, and better 
roanagament 

enterprises need to ^ privatised 
mSTsvStJy- the ADB m^ 
make its voice such 

gSs, or face the fort that it has 
jttfle reason to exist 


C an Japan summon up 
the tin to escape from 
Incipient depression? 
The question is a mat- 
ter .of increasing global concern, 
as a weak yen spreads contagion 
across Asia and beyond. 

That concern is unlikely to 
diminish, for there is no easy 


answer. All the potential escape 
routes are fraugit with peril, 
both for Japan and the rest of the 
world. 

Japan's economy is caught in a 
liquidity trap. The official dis- 
count rate has been stuck at a 
record, low of 0.5 per cent, the 
yield on the long-term bench- 
mark bond is less than jJ2 per 
cent and wholesale prices are 
falling. Real interest rates are 
thus set to rise in a debt-laden 
economy debilitated by prema- 
ture fiscal tightening and shock 
waves from the Asian crisis. 

Increasing unemployment, col- 
lapsing asset prices and the 
potential insolvency of the pen- 
sion system have punctured con- 
sumer confidence. And after the 
failure of Hokkaido Takushoku 
Bank and Yamal chi Securities 
last November, the Japanese 
have discovered their own low- 
tech definition of home banking; 
mere money is gobs into house- 
hold safe deposit boxes. 

This is uncharted territory, 
says Sosumu Taketomi of the 
Bank of Japan’s policy board. 
With gut Instinct driving house- 
hold expenditure down, he adds, 
a central banker has to ask 
whether sociology might not be 
as useful a guide to policy as 
economic theory. 



The corporate sector, mean- 
time, suffers from excess invento- 
ries. declining profits and a 
reduced urge to invest What 
growth the economy achieves 
this year will be wholly depen- 
dent on successive fiscal boosts 
and on export demand, which is 
weakening. 

The government's response has 
widely been judged to be inade- 
quate. Yet to accuse policy- 
makers of paralysis is to underes- 
timate the changes in Tokyo over 
the past 12 months. The latest 
Yl6,OO0bn (£7Dbn) fiscal package 
is not only large; its proposed 
Y4,000bn of income tax cuts con- 
stitute a big political U-turn. 

In announcing a Y30.000bn 
package in Fehruary to prop up 
the banking system, equivalent 
to 6 per cent of gross domestic 
product, the government crossed 
another important political 
threshold. 

The authorities have been 
attacked for advancing capital 
indiscriminately to strong and 
weak banks alike. But Washing- 
ton has became noticeably more 
emollient cm this score, acknowl- 
edging the existence of both a 
systemic threat and a severe 
credit crunch. Since the summit 
of the Group of Eight leading 
industrial nations in Birming- 
ham, US policymakers have also 
been persuaded that the remedies 
applied in the US savings and 
loan debacle are not right for 
Japan because of the country’s 
more complex property lending 
and bankruptcy procedures. 

That said, economic conditions 
have been deteriorating faster 
than policy has been able to 
respond. And there is a power 
vacuum. The bureaucratic elite 
in the Ministry of Finance, beset 
by scandals and lambasted for 
past TrflQrnnTiagwrnArtt. , Jacks the 
confidence to act. 

Its role in policymaking Is 
being ceded to the politicians, 
■who are more traditionally preoc- 
cupied with extracting a bigger 


share of the budgetary min» for 
producer lobbies and constitu- 
ents. The Liberal Democratic 
party Is gleefully taking ven- 
geance on the Ministry of 
Finance for allegedly becoming 
too close to defectors from the 
LDP earlier in the decade. 

The latest fiscal package was 
thus, unprecedentedly, the work 
of the LDP, not the MoF- Yet, as 
the subsequent downbeat market 
response suggests, it fell into the 
usual Japanese pattern of too 
little, too late. What cue top US 
official calls Japan’s “Just-in- 
ttme-approach to fiscal stimulus" 
was dearly ill-designed for the 
task of boosting confidence. 

And Y16,000tm does little more 
than exchange last year’s perma- 
nent tax increases for temporary 
tax cuts and provide a boost to 
public works spending conve- 
niently timed to impress voters 
before the upper house elect i ons 
in July. The multiplier effect will 
be weak because the scope for 
efficient infrastructure spending 
in the peak-barrel Japanese sys- 
tem has been largely exhausted. 

As Dresdner Klein wort Benson 
strategist Peter Tasker puts ft, 
the country is c q?wmg perilously 
close to the extreme Keynesian 
remedy of burying money in a 
hole in the ground and letting 
people dig It out 

This kind of fiscal stop-go inev- 
itably leads back to stop in the 
absence of private-sector recov- 
ery. Hence calls from leading 
LDP as well as opposition politi- 
cians for permanent tax cuts 
after the elections. A review of 
taxes is also promised, which w£Q 
probably recommend reductions 
in headline rates of income and 
corporation tax. More assistance 
for the banks is to be discussed 
by the IBP in August. 

Yet there Is growing talk In 
Tokyo, and among US econo- 
mists, of a monetary alternative 
to confront the deflationary psy- 
chology. Why not, runs the argu- 
ment, resort to outright money 


creation by having the BoJ pur- 
chase bank in exchange 

for cash, thereby raising infla- 
tionary expectations and reduc- 
ing real interest rates? 

So for, the BoJ has stopped just 
short The chief Impetus behind 
its near 50 per cent balance sheet 
expansion over the past year has 
been a lender-of-Iast-resort opera- 
tion in which it has sold 
short-term paper to stricken 
banks in exchange for longer- 
dated government bonds. This 
followed Sanyo Securities’ 
default in November, which 
caused the interbank market to 
dry up. 

But on the BoJ’s policy board 
the economist Kazuo Ueda has 
been arguing for a monetary tar- 
get, either for inflation or base 
money. While in normal circnm- 
stances such a target would help 
curb inflation, It would have the 
opposite effect, he says, if the 
general price level was felling. To 
meet the target the BoJ would 
need to monetise an a large scale. 

Japan is coming 
close to the extreme 
Keynesian remedy of 
burying money in the 
ground and letting 
people dig it out 

This would also Indicate to the 
public, says JJP. Morgan econo- 
mist Jesper KolL that yen left 
under the mattress or in the 
postal savings bank would 
be worth less in a year's 
ti me . 

The snag is the wider context. 
If monetary expansion put the 
yen into free fell before the new 
fiscal package had time to take 
effect, the odds on more competi- 
tive devaluations, perhaps 
extending to China, would rise. 
The inflationary implications of 


monetisation could also precipi- 
tate a bond market collapse, 
which would exacerbate Japan's 
banking crisis. 

While there are advocates in 
the BoJ for a new approach to 
monetary policy, notably Mr 
Ueda, his fellow members on the 
policy board may not be ready for 
such a move. The last published 
minutes, relating to tike April 
meeting, show that some mem- 
bers did not take seriously the 
threat of generalised deflation, 
seeing only a relative price fell in 
commodities. 

Among those on the board who 
do acknowledge the threat, Mr 
Taketomi is probably not alone 
in hoping that expeditious imple- 
mentation of the fiscal package 
will pre-empt a decline in prices. 
Hie board's rejection of argu- 
ments for an interest rate cut at 
the May meeting suggests, too. 
that a majority is not yet ready 
for crisis measures. 

None of this, however, 
addresses the real problems on 
the supply side of the economy. 
These, argues Brian Reading of 
Lombard Street Research, are 
rooted in Japan’s propensity to 
save more than it invests. 

In the past, the country has 
closed the gap between savings 
and investment either by allow- 
ing surplus savings to be 
absorbed by a current account 
surplus, or by offsetting the sur- 
plus via government dis saving. 
The first approach, however 
sound in economic terms, fells on 
deaf ears in the US Congress, 
which has never acknowledged 
Japan’s role in financing US 
spending habits. 

At the same time, government 
dis- saving cannot co nti nue Indefi- 
nitely because of the impact on 
public finances. That leaves 
structural solutions, whether to 
increase investment, or to reduce 
saving by raising consumption. 

Hie difficulty is that long-term 
structural changes exacerbate 
the short-run macroeconomic 


problems. In Japan’s period of 
high growth, the inefficient use 
of capital did not much matter, 
says Mr Tasker, because there 
was always more capital to throw 
at any problem. But in a mature, 
low-growth economy - only 
partly insulated by Japan's credi- 
tor status from the pressure of 
global capital markets - It is 
painful for debt-constrained com- 
panies to move from maximis ing 
earnings per worker to increas- 
ing earnings per share. 

Mr Roll of JJP. Morgan points 
out that the reluctance to cut 
labour costs even in extremis has 
led to a higher level of bank- 
ruptcy debt, at 2.5 per cent of 
GDP, than the US has seen since 
1945. Even in the troubled areas 
of hanking and insurance, he 
adds, employment has actually 
been increasing - this despite the 
onset of Japan's Big Bang. 

Yet If industry does restruc- 
ture, job losses will encourage 
additional precautionary saving. 
A mare productive use of capital 
will lead to a reduction in the 
present high level of investment. 

So, too. with attempts to raise 
consumption by deregulating 
markets. In a country where 
unemployment benefits are 
threadbare, the employment - 
generating capacity of the very 
inefficient construction and dis- 
tribution sectors provides the 
main welfare safety net. 

Nobumitsu Kagaml, a professor 
at Sophia University, forecasts 
that unemployment in the Japa- 
nese economy could rise from 
today’s 4.1 per cent to 10 per cent 
within three to five years. Yet 
social security policy, he odds, 
remains blithely rooted in 
the assumption of full 
employment. 

The conclusion must be that 
while this year's fiscal packages 
will buy time, they will not solve 
the underlying structural prob- 
lems. For both capital and labour 
there are very painful adjust- 
ments yet to come. 


OBSERVER 


Active 

nvestor 

Pansy BamovSc’s “quirt revolution’ 
at Investor, the WaHan bergs' main 
investment vehicle, is becoming a 
Gttte noisy. Not content with 

internationalising the boanls of 

Investor companies and sorting put 
the laggards in the portfolio - ice 
the pten to float Saab - he is 
creating the world's biggest forest 
products company with the merger 

erf Store and Enso. 

In the process. BJOm HSggiund, 
who took over as chief executive 
of Store in March from Lars-Ake. 
Hrtgesson, is finding out howfittie 
say a boss in the Wallenberg 
sphere can have In bfe company's 


During foe spring, H&ggtund told 
anyone who would Geton that 
mergers were not hfeh on his 
agenda because “among forest 
products companies there ia no 
apparent connection between size 
and return”. 

His strategic view didn’t slop 
Claes Dahfofick, chief executive of 
Investor, which controls about 20 
per cant of Store, having a quiet. 

wordwith Enso. Wh9e the 
Investor-led shareholders vtere 
sorting out the real business, . 
Hfiggiund wax focusing on a btg 

internal efficiency drive. 

He doesn't even get to bo boss 

of the new concern, but wfll have 
to play second fldefieto Enso chief 
executive Jukka’ Hfimfia. fn this 
first big Industrial merger between 
Finnish and Swedish Company, 


ft’s Important not to ride 
roughshod over the smaller 
country's i nter e sts. 

One possible consolation for 
HSgglund is that he can stay in 
Stockholm - which w9l be a “joint 
head office" with HefainkL 
Observer wonders how long that 
arrangement wffi last 

Central casting 

credit Lyonnais chairman Jean 
Peyreiewade said yesterday ha 
hoped to krtroduce a two- tier 
board structure at the French bank 
he Is steering towards privatisation. 
Too many french boards am run in 
a centralised a manner by an 
aD-powerful chairman-chief 
executive, he captained. 

Peyretevads, who has Just three 
colleagues on his executive board, 
has been talking about excessive 
centralisation for at least four of 
the five years since tea 
appointment - and there’s stflf no 
sign of a two-tier board or a bigger 
Single- tier one. 

Perhaps restructuring Credit 
Lyonnais required something 
specie/ - Hkean all-powerful 
chairman-chief executive. 

Sony, Bony 

Tony Blair has politely rebuffed a 
late attempt by Russian Resident 
Boris Yeltsin to Invite himself to the 
European Union summit In Cardiff 
in |ust under a fortnight 

Ystein. who has a soft spot for 
the grand International occasion, 
apparently broached the possBxBty 


of a lightning visit to Wales during 
the recent EU-Russta summit In 
Birmingham. His excuse was that 
the EU was still staffing on 
Moscow’s demand to be treated 
as a functioning market economy, 
if necessary, he was ready to wrap 
up a deal at the summit 

The Russian leader may also 
have spotted an opening because 
the 10 candidate countries from 
central and eastern Europe are not 
making their customary trip to the 
sormoTthly EU summit, having 
attended the recent pan-European 
conference in London. 

Btab- poOteiy told Yeltsin that he 
could not take the place of the 
central Europeans - that, after aH, 
would be the fastest EU 
enlargement ever. 

In any case, South African 
President Nekton Mandela b 
already booked for lunch on the 
Saturday, and he's just the chap to 
liven up proceedings - without 
feeling the need to commandeer 
the band. 


Paper view 


ttamaraty, Brazil’s foreign affairs 
department which has been 
carving out a new diplomatic rote 
as the regional superpower over 
the last three years, seems to have 
lost Its touch. 

Resident Fernando Henrique 
Cardoso has been trying to broker 
a permanent peace between 

neighbours Peru arid Ecuador 
since they went to war In 1S85 - 
over a border dispute. So this 
week Presidents Alberto Fujimori of 


Peru and Fabian Aiarcdn of 
Ecuador ware invited to Brasilia to 
discuss a Brazilian compromise. 

The cameras were ready for e 
handshake between the three 
heads of state on the lawn outside 
Cardoso's palace. 

AQ might have gone smoothty if 
jouma&sts’ In f ormation packs 
hadn't included a secret six-page 
document detailing the proposal, 
outlining Brazil's negotiating tactics 
and assessing Peruvian and 
Ecuadoran objections. 

Cardoso has now “unauthortseef 
toe document and new talks start 
later this week in Buenos Aries. In 
the meantime, diplomats are 
refusing to talk about progress. 
That they say, is a secret 


Spicy stunt 


Toronto's flamboyant mayor Mel 
Lastman is the last politician to 
pass up a good stunt So when the 
news broke that Gerl Haflfwell, aka 
Ganger Spice, was leaving the 
Spice Girts, he was quick to jump 
to foe defence of aH those 
heartbroken eight-year-okis who 
wont see Ginger at the British pop 
group's July 11 concert in the 
Canadian dty. 

In a fawning fetter to HaffiweB, 
the mayor pleaded wftii her to 
work out her “differoneea with foa 
Other girts" and turn up for the gig 
- though as an tickets am sold, 
that wouldn't make much 
difference to the turnout 

Maybe the Spice Girls' fans will 
r em ember his concern whan 
they're old enough to vote. 


m 


100 years ago 

Bombardment Of Cuba 
The latest authentic advices 
state that the Cuban insurgents 
and the American fleet are 

together attacking Santiago de 
Cuba, and e battle Is 
proceeding. The Insurgents have 
been supplied with heavy guns 
and ample ammunition, which 
was landed by an expedition 
from Key West a week ago. 
Thew American Admiral has 
received new and complete 
supplies. The present fight is 
intended for the capture of 
Santiago. The outer fortifications 
of Santiago are practically In 
ruins, particularly Morro Castle. 
Foreign gunners recently 
Imported to Cuba sent 
projectiles from a battery of 
Krupp guns dose to the 
American ships, but none was 
struck. 

50 years ago 

S. Africa's Hot Money 
Mr. N.C. Havenga, leader of the 
Afrikaner Party, has stated that 
the new Nationalist Government 
intends to win the confidence of 
"those who still distrust us.” 

That is very welcome. The ability 
of the Union to avert a serious 
economic crisis may well 
depend upon its success In 
keeping the faith of overseas 
interests who have poured vast 
sums of capital Into South 
Africa. 
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Sprinting ahead 


Sprint's new telecoms network sounds 
great. It will allow you to make multiple 
phone calls, receive faxes and use the 
internet - all simultaneously through a 
single connection. According to Sprint, 
this technology leap-hogs not only tradi- 
tional operators Like AT&T but also next- 
generation carriers like Qwest and Wil- 
liams. 

Innovation has long been Sprint's forte. 
After all, it built the country’s first fibre- 
optic network. Its problems have lain 
more in marketing. In this case, it will 
have to persuade users to switch to an 
unproven network. And, for the billing 
system to work, it will have to persuade 
customers to pay $200 for a new kind of 
meter, or be prepared to subsidise them. 

Just as important is bow Sprint will 
deal with the Baby Bells, who control the 
local connections. Unlike AT&T and MCI, 
its bigger long-distance rivals, Sprint 
wants to co-operate with them rather than 
attack head on. But they are still going to 
see this as an invasion of their turf. And 
Sprint's previous attempts at partnership, 
with France Telecom and Deutsche Tele- 
kom in Global One and with several US 
cable companies in mobile telephony, 
have both failed to deliver. 

Alstom 

Like proud parents, GEC and Alcatel 
are beaming at their bonny offspring. But. 
valued at FFr40bn-FFr46bn - at the high 
end of expectations - Alstom wifi have to 
work hard to please investors. Taking the 
mid-point of the range. Alstom will come 
to the market at a reasonable 30 per cent 
discount to its main comparator, ABB, on 
the basis of forecast earnings before inter- 
est tax and depreciation; this should be 
enough to ensure the Initial public offer- 
ing gets away. 

But the range is not over-generous: 
ABB is a well-managed industry leader, 
whose shares have soared over 50 per cent 
from their January low. The offering is 
nicely timed then; all the more so given 
strong institutional appetite for large new 
issues. However, with a range of busi- 
nesses - from power generation equip- 
ment to trainmaking - that hardly scream 
high growth, Alstom's forecast earnings 
multiple of over 20 is not modest True, 
there is an obvious margin enhancement 
story, particularly in the industrial divi- 
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sion- And the integration of Cegelec 
should also offer scope for savings. But 
given Increasingly competitive markets 
and depressed infrastructure spending in 
Asia, Mi ning s growth is unlikely to star- 
tle. 

The best hope for investors might be 
that GEC and Alcatel sell down their com- 
bined 40 per cent-plus stake, opening 
Alstom up to a possible bid from the likes 
of General Electric of the US. 

ING Barings 

Back in 1995, ING's purchase of Barings 
seemed a creditable step towards joining 
the big boys in investment hanking . Three 
years on. the experience has proved 
rather different In terms of global invest- 
ment banks. ING Barings Is still very 
much in short pants. The recent haemor- 
rhage of senior executives, culminating in 
the departure of new chief executive 
Aijun Mathrani, leaves it looking mare 
callow still. 

ING shareholders can perhaps afford to 
take a fairly relaxed view of things. Most 
of the £660m pumped into Barings could 
be recouped through sale of its asset man- 
agement business, so the deal has not 
been hugely value destroying. But what 
now? Focusing on its increasingly lucra- 
tive European backyard makes sense 
enough, but with behemoths like Morgan 
Stanley Dean Witter, SBC/UBS and Salo- 
mon Smith Barney stalking the jungle, it 
looks increasingly Lilliputian. 

One ronte out would be the much 
touted no-premium merger with Credit 
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Europe today 

Showers across Scanrfinavla. 
some heavy, will merge into 
longer spetts of ram in the south. 
North-west and central Europe 
wil be showery, with steadier 
rain over the UK and 
thunderstorms near the Alps. 

The Iberian peninsula wffl 
become sunny, although 
thundery ram n sWJ likely in the 
north-east and over the 
Baleancs. The rest of the 
Mediterranean, the Balkans and 
much of eastern Europe wffl have 
plenty of hot sunshine. Thundery 
showers are expected m the 
north-east and Baltic states. 

Five-day forecast 

Northern, north-western and 
central Europe wi* be showery, 
with storms near the Alps. It wiU 
be sunny in Iberia, with Just a 
few thundery showers in the east 
and north-east The rest of the 
Mediterranean, the Balkans and 
eastern Europe wiU be mostly 
sunny and hot 
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Situation at midday. Temperatures maximum for day. Forecasts by "ESWEAi HJikCENTRE 
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US urges neutral countries 
to pay into Holocaust fund 


Suisse. The fear, though, is that the com- 
pany will splash out on an expensive US 
acquisition which wifi still not take it into 
thr premier league. 

For ING Barings’ rivals, there is limited 
cause for comfort. The difficulty of merg- 
ing investment and commercial banking 
cultures is hardly new, but in an era 
when cross-border, cross-product and 
cross-cultural mergers are all the rags, it 
is stOl a salutary reminder. 

UK/US energy 

Over the past three years, US energy 
companies have spent £20bn acquiring 
large chunks of the UK’s electricity indus- 
try. Now the UK survivors seem bent an 
revenge. National Grid yesterday joined 
Scottish Power, PowerGen and even Brit- 
ish Energy In declaring its intention to 
buy into the US. 

The UK utilities claim two advantages: 
experience of competition and deregu- 
lation and a proven track record in cut- 
ting costs. The first argument looks 
doubtfliL While the US market is being 
liberalised, the switch from rate-of-return 
regulation to the more progressive price- 
cap system used in the UK will be pain- 
fully slow - and have to be negotiated 
state by state. And the UK market is only 
pseudo-competitive. Where the UK compa- 
nies have dipped their toes Into a truly 
open market, such as the generators' Aus- 
tralian investments, they have done 
badly. 

They are on firmer ground on costs- 
Encouraged by the UK’s incentive-based 
regulation, UK utilities are now arnnng 
the world’s most efficient National (frid, 
for Instance, has cut Its transmission 
costs by half since privatisation. 

Would such acquisitions make financial 
sense? US and UK utilities trade on simi- 
lar multiples of around 8 twnan earnings 
before interest tax and depreciation. So a 
deal might work if the UK acquirer can 
find pnrwig h savings to offset any takeover 
premium. The danger is that the new 
fashion far US assets drives up valua- 
tions, as National Power has warned. 
Many of the US companies that piled Into 
the UK at inflated prices and failed to 
anticipate the windfall tax and regulatory 
changes are now regretting their eager- 
ness. It is a lesson the UK utilities should 
heed. 


By (Bedard Woffle bi Washington, 

John Anglers in New York 
and Wfifem Hall in Zurich __ 

The US government yesterday urged 
five neutral countries to make finan- 
cial contributions to a fund far Nazi 
holocaust victims after publishing 
fresh details of their $300m trade in 
looted gold. 

Stuart Etzenstal, the US under sec- 
retary of state who has spearheaded 
the International investigation of 
Nazi gold, said the neutral countries 
were part of “a seamless web” of 
trade and finan ce worth $2.6bn at 
today’s prices. 

Spain, Portugal, Sweden and Tur- 
key supplied vital war materials to 
the Nazis - financed mostly via 
Switzerland - in spite of Allied pro- 
tests that their trade In miner als and 
Iron ore was prolonging the war. A 
further SSOOm of German assets - 
some $4.4bn in current terms - was 
transferred to the neutral countries, 
particularly Argentina. 

In a carefully worded report, the 
US also uncovered details of the 
infamous “Melmer" account in 
which the Nazis deposited gold and 


other valuables plundered from con- 
centration camp victims. Newly dis- 
covered microfilms indicate the 
account, rmmtni after an SS officer, 
held 54.0m of victims' gold, more 
than double previous estimates and 
worth $40 .5m at today’s prices. 

Other gold from victims helped to 
finance the escape of Croatian war 
criminals at the end of the war. The 
US state department urged Croatia, 
Serbia and the Vatican - which 
appeared to give at least tacit 
approval to the Croatians' escape - 
to open their war archives. 

The neutral countries named in 
the report reacted coolly yesterday 
to the allegations. 

Mr Eizenstat said they should fol- 
low Switzerland's lead in investiga- 
ting their trade In looted gold, and 
should consider donations to the 
Nazi persecutee relief fund set up by 
the US and UK governments last 


“What we hope these countries 
would do is first complete their his- 
torical research, and secondly we 
hope they will make a contribution 
- not because there is a legal obliga- 
tion but as a moral gesture to this 


new Nazi persecutee relief ftand," 
said Mr Eizenstat 

-Switzerland was the financial 
facilitator but the other neutrals 
played a critical role in sustaining 
the war effort. You could not have 
had one without the other." 

Hie report comes as the .state 
department conducts sensitive nego- 
tiations for a global settlement 
between the three biggest Swiss 
hnnits and US lawyers representing 
the families of holocaust victims. 

The Swiss government, which was 
deeply upset by some of the com- 
ments in the foreword to the first 
Eizenstat report, reacted more 
favourably this time. 

Switzerland was hurt by accusa- 
tions that it had helped prolong the 
war and had hidden behind its neu- 
trality to avoid taking moral deci- 
sions. The Swiss government said 
the new report contained "essen- 
tially no new findings", noting with 
satisfaction that it had mentioned 
many positive aspects of Switzer- 
land's World War D conduct 

Neutrals respond coolly, Page 3 
Editorial Comment Page 13 


S0ClALD E M0CRATS_SEEK BAN ON GEN ETIC ALLY ALTERED INGREDIENTS 

German drinkers hopping 
mad over ‘modified’ beer 


By Ralpb Atkins in Bonn 

Germany’s brewers like to boast that 
Uie country's 482-year-old beer 
purity rules - which lay down that 
only hops, malt, water and yeast can 
be used in beer production - are as 
relevant as ever. But can a law 
drawn up by Bavaria’s Duke Wil- 
helm IV in 1516 cope with 20th cen- 
tury gene technology? 

Opposition Social Democrats are 
dennuiding a change in the law to 
prevent genetically modified ingredi- 
ents finding their way into the coun- 
try's favourite alcoholic beverage. 
Bild, the maw circulation newspa- 
per, has launched a "hands off our 
beer” campaign- "It is a very sensi- 
tive subject The Germans love to 
drink a lot of beer. It's a controver- 
sial issue,” salts RoIf Kleine, Bfld's 
chief reporter in Bonn. 

The problem is that Duke Wilhelm 
did not think to differentiate 
between natural yeast and the genet- 


ically modified variety when draw- 
ing up his rides. 

At the moment it seems a storm 
in a beer glass. Genetically altered 
“turbo” yeasts, which offer the possi- 
bility of fester production, are still at 
the experimental stage. However, 
German politicians and the industry 
are taking the issue seriously. 

Dieter Thomae, chairman of the 
Bundestag’s health c ommit tee and a 
supporter of Chancellor Helmut 
Kohl’s ruling coalition, will call for 
expert testimony on the subject 
when parliament returns from its 
Whitsun break In two weeks. A 
debate in the committee last week 
ended without a dear result "I want 
to wait to hear the specialists,” said 
Mr Thomae - 

In a rushed statement the German 
brewers association, representing 
90 per cent of local production, 
insiked last week that the Industry 
did not use such products - and that 
there was no need to do so. 


But German brewers are under 
pre ss ure. Consumption is falling - 
the average German drank 131.1 lit- 
res of beer last year, according to the 
Munich-based Ifo economic institute, 
compared with 13&9 litres In 1995. 
Worryingly, younger Germans see in 
their beer glasses "no exciting con- 
sumption experience”, according to 
Ifo. And with medium-sized brew- 
eries in particular at a cost disad- 
vantage, the temptation to increase 
profits through faster production 
might prove addictive. 

Erich Dederichs. spokesman for 
the brewers* association, said brew- 
ers using genetically modified ingre- 
dients would face stiff consumer 
resistance - making a ban superflu- 
ous. 

The government argues that a 
strict ban on such ingredients would 
be unworkable because the raw 
materials are bought in the world 
market and will go through several 
stages of processing. 
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For four years, AB Airlines have been developing a service based 
on a simple proposition. Success built on value. A proposition 
that seems to have found favour with hundreds of thousands of 

P jm T„ We u e SCt “ eXpand our farther 

sail. Wtth flights from three UK airports serving European 

destinations and a new fleet of Boeing 737 aircraft comins into 

sendee die name of AB Aidmes is becoming ever more fiLliar 

in the skies of Europe. If you’d like more 

infonmdon or details of our schedules 
and fores, either contact your travel agent 
or call us direct on> 


0800 45 88111 
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Swiss stock exchange 
attracts two more IPOs 

Switzerland's growing importance as a centre for 
European initial public offerings was underlined 
when two global companies - Barry Caltebaut, the 
industrial chocolate manufacturer, and Gratae 
fmagfrig, the photofinishing equipment manufac- 
turer - announced plans to raise up to SFrtbn 
($077m) on the Swiss stock exchange. Page 17 

Singapore’s index falls on results 

. .. .. Singapore's results sea- 

Sing a pore : - son has been a poor 

SMteTtostittr,.’ . .'••/ 32,83 Pitch for its stock 

tail ' v - •' '' "• • luartai. The economy 

■ v .’t/M . depends on intemationai 

Ll j exposure for growth but, 

tan _ W ' with many neighbours in 

*• I ^ JT\ too much trouble to con- 

rr — -V- .. tribute, Singapore’s 

,;ian r . economy b slowing. The 

r’-m , crisis » stating to show 

'■■'■■■•.•swbj m up <n bottom Ones and 
the benchmark Straits 
Times Index b almost 30 per cent below its 1988 
peak of the third week of March. Page 30 

Cummins pins hopes on alliances 

Cummins Engine, the world's biggest maker of 
large diesel engines, has embarked on a pro- 
gramme to boost its financial results. The Indiana- 
based company hopes for Increased earnings from 
a revamp of its product range and a series of alfl- 
ances with other engine makers. Page 18 

Europe takes no lead from Wad St 

Trans-European equity indices rose modestly in 
lacklustre trading with no overall trend Markets 
had Nttie lead from Wall Street and remained con- 
cerned about the volatile Aslan situation, page 23 

Shoppers shun Shanghai’s products 

Shanghai's sophisticated shoppers are shunning 
locally made goods and choosing Imported prod- 
ucts instead The fridges, radios and washing 
machines, which were considered the best brands 
in China, are now seen as second best Page 19 

Egypt sprays rice crops with poison 

Aimed Egyptian troops are overseeing the use of 
chemical weed killers to destroy rice seedlings that 
toe government says have been Illegally planted 
Egypt b trying to save 3 bn cubic metres of water 
a year by smiting rice production. Page 28 


The yen gained on reports that Group of Seven 
Industrialised nations deputies win discuss foreign 
exchange moves and the Russian crisis around 
International meetings in Paris next week. 

Page 25; Editorial Comment; Page 13 

Rio Tinto appfflves Australian mine 

Rio Unto, the world's biggest mining group, has 
surprised rivals by giving toe go-ahead tor a coal 
mine at HaQ Creek, cental Queensland, Australia, 
at a cost of AS400m (USS248m). Page 28 
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Akzo Nobel sees off rival bidder 

Deal with potential competitor leaves way clear for agreed takeover of Courtaulds of the UK overtakes 


By Andrew Edgedtffo-Johssoa 
and Jewry umby tn London aod 
Gordon Crantb in Am ster dam 

Akzo Nobel yesterday saw off 
competition to its £l.83bn 
(S2£Stm) agreed offer for 
Courtaulds, the HE chem ic als 
company, by doing a deal with 
Its potential rival worth up to 
1300m. 

The Hutch chemicals group 
unveiled Its offer for Court- 
aulds on May 11, but It imme- 
diately became dear it feced 
competition from a US consor- 
tium. PPG Industries, the US 
paint maker, said it had joined 
forces with the merchant 
banking division of Donaldson, 


Tjtflrin & Jenrette to make a 
counterbid for Courtaulds. 

PPG planned to acquire 
Courtaulds’ coatings division 
and DLJ its fibres and chemi- 
cals operations. The US part- 
ners subsequently disagreed, 
however, on the value of 
Courtaulds* straggling fibres 
business. 

'With DLJ's Interest waning, 
Akzo held talks with PPG on 
Friday at which it agreed to 
sell two of Courtaulds’ smaller 
coatings businesses to its US 
competitor. / ( 

The deal, thought to be 
worth between £150m and 
£200m. is believed to encom- 
pass Courtaulds' architectural 


coatings business, which with 
sales of £90m last year is domi- 
nated by the US-produced Por- 
ter brand. 

The two companies were 
still finalising the deal last 
night, but a meeting of DLJ's 
investment committee on Fri- 
day and of PPG'* board yester- 
day saw plans far a Courtaulds 
counterbid officially aban- 
doned. 

Akzo looks like emerging 
from the deal with a larger 
fibres business than it expec- 
ted. This follows a decision by 
Sabaapi of Turkey to abandon 
a plan to take a SO per cent 
stake tn the industrial fibres 
subdivision of the Dutch 


group. Akzo's industrial fibres 
operation bad sales last year of 
FI 1.57bn, accounting for 
nearly half of the groap's FI 
3L54bn (SI .Thai In fibres sales. 

The Dutch group would not 
say whether the operation was 
profitable, saying only that it 
had Improved its performance 
last year. 

The group, which has been 
anxious to reduce its exposure 
to fibres, is thought likely to 
have toughened the terms it 
was demanding of Sabanci 
after Courtaulds provided the 
opportunity for a complete exit 
from the business. 

The Dutch group now 
intends to spin off the merged 


fibres business In Us entirety. 

Ar. announcement is also 
expected concerning Court- 
aulds' aerospace coatings and 
sealants business. Akzo in 
likely to keep the sealants side 
of the business, but it needs to 
find a buyer For at least part of 
the coatings business, it is 
already n leading manufac- 
turer of aerospace coatings 
and the two companies 
together control more than 
three-quarters of the world 
market. 

The first closing date for 
Akzo's offer for Courtaulds is 
on Tuesday. The Dutch group 
is offering 4£Qp a Shan*. Court- 
aulds closed yesterday at 4&V ». 


Stora and Enso deal to create 
world’s largest paper maker 
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By Tim Burt and Greg Mcfvor 
in Stockhoftn 

Stora of Sweden and Enso of 
Finland yesterday confirmed 
they are to merge in an $&5tm 
deal to create the world's larg- 
est pulp and paper maker. 

The tie-up between the 
world’s fourth and fifth largest 
volume producers of paper and 
board establishes a group with 
output of more than 13m 
tonnes of paper products a 
year and joint turnover of 
SKrftJbn ($lL5bn>. 

It follows more than four 
months of talks between the 
Finnish government, Enso’s 
largest shareholder, and Inves- 
tor, the main investment 
vehicle of the Wallenberg busi- 
ness empire and the largest 
shareholder in Stora. 

The transaction will require 
approval from the European 
CmnmissioiL Analysts said a 
possible stumbling block 


would be the new company’s 
dominance in drinks packag- 
ing production, where it would 
be by for the continent’s big- 
gest supplier, with a market 
share of dose to 70 per cent 

Percy Barnevik, Investor 
chairman, said the enlarged 
company - to be called Stora 
Enso - would be better placed 
to exploit international expan- 
sion opportunities. “This 
industry Is very fragmented 
and now you win get consider- 
ably more consolidation com- 
ing through," be added. 

Jukka Hiinnfilfi, Enso nhirf 
executive and chief executive- 
designate of the new group, 
said the merged group would 
have “for greater resources to 
serve global and local custom- 
ers more efficiently". 

Analysts nailed f ne ttwny pr, 

predicting It would spur an 
upwards re-rating of the 
deeply cyclical forestry sector 
tn Europe. Scandinavian for- 


estry stocks posted strong 
gains as Investors contem- 
plated the prospect of further 
restructuring. Shares In Enso 
and Stora, suspended before 
the start of trade yesterday, 
are to resume trading today. 

The deal would generate 
Skrl.gbn of annual cost- 
savings and synergy benefits 
by 2002, the companies said. 

Store shareholders wfll own 
80 per cent of the enlarged 
group's equity, with Enso 
shareholders taking the bal- 
ance. The Finnish government 
will see its near 47 per cent 
voting rights in Enso diluted 
to 21 per cent of the new com- 
pany. The government will 
hold 18 per cent of the equity. 

Goldman Sachs advised 
Stora and Morgan Stanley 
advised the Finnish govern- 
ment. 

A rm chapter, page 16 
Observer, Page 13 



Finnish trade and Industry minister ArrtS Kaffiomaid, left, with Jukka 
HftmdlS, centra, and Store chairman Class DahfiSack Reuters 


Sprint remodels network to adapt to internet age 


Bjy ffichanf Watar* ta Hew Yurie 

Sprint, the third largest US 
long-distance telephone com- 
pany, yesterday announced a 
remodelling of its national net- 
work to carry voice, video and 
data traffic at a for lower cost 
than at present 
It is one of the most ambi- 
tious efforts yet by a US car- 
rier to adapt to the internet 
age, and Is likely to Increase 
the pressure on other tele- 
phone companies to accelerate 
their own overhauls. 


The revamped network will 
enable customers to receive 
voice, video and data traffic 
down a single telephone line at 
the same time, said William 
Esrey, Sprint chairman. Using 
Die packet-switching technol- 
ogy that is also the basis for 
the internet, the cost for long- 
distance telephone calls was 
likely to fall by TO per cent, he 
added. 

Sprint still faces big chal- 
lenges before it can ra»k»» this 
a reality, however. 

As a long-distance company, 


it lacks the direct local connec- 
tions to business and residen- 
tial customers needed to carry 
its enhanced services. Also, It 
will have to persuade custom- 
ers to pay for extra equipment 
to receive the signals. “These 
are significant hurdles," said 
Mark Brvmeau, of Renaissance 
Worldwide, a communications 
consulting firm. 

The plan will also eat into 
Sprint's earnings over the next 
three years, adding to pres- 
sures on profitability from 
efforts to expand abroad, and 


into wireless telephony. The 
company said the investment 
would cut earnings per share 
by 20-25 cents a share this 
year, rising to 80 cents a share 
in each of the next two years. 
It reported a 25 per cent 
decline in earnings per share 
in 1997. to *2.11. because of its 
expansion plans. 

Sprint Is to adapt its existing 
fibre optic network to carry 
voice, video and data traffic in 
packet-switched form, instead 
of its more expensive, circuit- 
switched system. The company 


said it had already spent S2bn 
adapting its network for the 
changes, and would need to 
spend only another S40Qm over 
the next two years. 

A combination of technolo- 
gies will moke it more robust 
than the internet for voice 
calls. Sprint said. 

“The technology is there, 
and the technology is going to 
win this battle," said Ronald 
LeMay, Sprint president 


Lex, Page 14 

Sprint's giant leap, Page 18 


Liffe 

By Edward Luce h London 


The Deutsche TurmlnbOrse, 
Germany's derivatives 
exchange, has for the first time 
overtaken the London Interna- 
tional Financial Futures and 
Options Exchange in the vol- 
ume of all contracts traded 
over a one-month period. 

Overall. Liffe traded just 
under IMm contracts in May 
whlle the DTK traded lfj,v>cn 
In 1997 Liffe traded Z!0m con- 
tracts while the DTB traded 

112m. 

The surge in trading ac DTB, 
led by high turnover In ttu> 
10- year German government 
bond future contract which the 
DTB now dominates, Is the lat- 
est development in the battle 
between the two exchanges fur 
dominance of the European 
derivatives market after mone- 
tary union next January. 

DTB has doubled its overall 
volume In 12 months. The vol- 
ume of all contracts traded on 
Liffe has risen hy less than It) 
per cent in tile same period. 

Officials at the DTB attri- 
bute the switch to its success 
in winning majority market 
share in the German bond 
future and to the decline in 
trading on the future contracts 
in the 10-ycor IfK government 
bond and ft* Italian equiva- 
lent. which are listed on Uffe. 
The volume of turnover in the 
Italian bond future has 
dropped by 33 per cent an Uffe 
since May 1997. 

The DTB also points to the 
growth in its international 
membership, up from 47 Insti- 
tutional members in January 
1997 to 91. “Our aggressive 
strategy of mteraatioualisatlon 
is paying off," said a spokes- 
man in Frankfurt 

But officials at Uffe say the 
DTB’s volume figures have 
been artificially boosted by the 
exchange's decision to cut the 
size of the option contracts on 
its individual equity deriva- 
tives to one-fifth their original 
size in April. This has quadru- 
pled the volume of equity 
options traded an the DTB. 

The German exchange leads 
London in the derivatives mar- 
ket for all government bonds. 
But London continues to domi- 
nate the market in short-term 
interest rate contracts with a 
99 per cent market share of 
trading in futures contract on 
three-month D-Mark Interest 
rates. The volume of trading In 
all Liffe 's Interest rate con- 
tracts grow by 57 per cent in 
the last 12 months. 


Capital Markets, Page 24 
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Bonds could be winners 
in the deflation scenario 


Leading bond markets have 
bear strong since mid-May 
even though equities have 
moved falteringly. Perhaps the 
markets are finally taking the 
deflation scenario seriously. 

Or maybe we have been, s oefr ig 
the impact of Japanese flight 
capital; this latest bond 
market upturn has coincided 
with renewed yen weakness. 

There has been particular 

strength in UK gUta, the 

highest yielders in government 
bonds among the developed 
economies. The 10-year gilt 
yield bad tumbled 30 basis 
points tn just over two weeks 
before yesterday’s setback, at 
one point almost dosing the 


corresponding US Treasury 
bond. The spread against 
German bunds remains a 
substantial 90 basis points, but 
most of that gap reflects much 
higher income at the short end 
of the sterling yield curve . 
rather than any great 
difference in long-term yield 
expectations. 

(jots have benefited from 
fears of a supply crunch as it 
has become dear that the UK 
is heading towards a 
substantial budget surplus. 

The cautious forecasting of ■ 
this by the Treasury to 
understandable: Gordon 
Brown, chancdlfla* of the 

exchequer, will scarcely want 
to encottrage the increasing 
calte for more spending an 
yiwfut ton and he al t h. 

So should US Treasuries 

move above gflts to the top of 


the yield league table? This 
has already happened at the 
30-year term. Far Eastern 
Investors probably wish to 
diversify their risks, especially 
into euro securities, given 
thfilr high exposure to dollar 
assets. 

The US gov e r n ment to also 
moving into budget surplus, 
but there is heavy private 
sector Issuance of dollar bonds 

as the corporate sector 

leverages up. The biggest 
1 Immediate obstacle, however, 
is the spectacular strength of 
the US economy, with 
first-quarter gross domestic 
product growth revised up last 
week to 4.8 per cent ' 

The comfortable slowdown 
so regularly forecast by 
securities Industry economists 
is jurt not happening (and the 
recent sharp acceleration of 
broad money growth has 
enw firme d the riw rabjf Wy nf t h e 

trend). 

Imported deflation is clearly 
visible in the weakness of the 
producer price Index, bat 


through the root with a rise of 
1 72 par cent, annualised, from 
1 January to Man*. The 
I collapse In net exports is 
! obscuring the scale of the 
boom. 

Perhaps the Asian chaos will 
stiQ prevent the Federal 
Reserve from raising interest 
rates. Indeed, maybe the Ted 
will remain cowed by the 


precipitating a Wall Street 

correction before tha mid-term 


elections. But the domestic 
case for tightening (the Fed 
next meets on June 30) to 
becoming unanswerable, 
although the threat to being 
largely ignored by the 
markets. This to not a 
comfortable environment for 
Treasury bond investors, nor 
for the stock market, with 
corporate profits being 
mang led between stagnant 
prices end rising costs. 

Internationally, though, 
bond market trends remain 
favourable. The pattern of 
reduced go v ernment bond 
issuance applies to most 
developed economies: 
according to Barclays Capital, 
net annual G-10 issuance 
(excluding Japan) collapsed by 
60 per cent between 1993 and 
1997. Even in Japan 
; oversupply is no problem, with 
savers craving security: the 
1 yield on the seven-year 
benchmark bond No. 182 has 
fallen to 1.13 per cent 

Japan experienced it first, 
but now the deflation 
bandwagon is beginning to rOU 
elsewhere. As Asia goes into 
recession the outout gap to 
widening further. The 
commodity price indices are 
hitting four-year lows. If the 
Fed fbels obliged to stifle US 
pay sod asset price inflation, 
the Impact on aggregate global 
growth could be severe. 

It all looks distinctly 
promising for creditworthy 
bands, although US Treasuries 
may have local difficulties to 
overcome in the short run. 
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FINANCIAL SERy|CES BELGIAN REGULATOR ALLOWS ABN AMRO AND FO RTIS TO CQMj 3 ^ 

Go-ahead for Generale de Banque bids 


NEWS DIGEST 


EUROPEAN COMMISSION 


By Neil Buckley to Brussels and 
Cordon fra mb fn Amsterdam 


A straight battle for control 
ar Generale de Banque. Bel- 
gium's biggest bank, was in 
prospect last night after Bel- 
gium’s financial regulator 
ruled that competing bids 
from ABN Amro of the 
Netherlands and Fortis. the 
Be lgo- Dutch financial ser- 
vices group, should run fn 
parallel. 

After a five-hour meeting, 
the Banking and Finance 
Commission ruled that the 


offer period for the bids 
should start not before June 
10 . 

Fortis announced its 
7-for-3 all-share offer on May 
18, worth BET24.726 per 
share at the time, and valu- 
ing the bank at BFr409bn 
tgll.lbn). But it was 
trumped last week by ABN 
Amro, which offered 19 of its 
own shares plus BFr9,000 in 

cash for each Generale 

share, worth BFY27.095 per 
share, valuing the bank at 
NFl2A5bn 

The finan cial regulator’s 


staff was earlier reported to 
favour allowing only one bid 
to proceed. That would have 
forced it to choose between 
ABN Amro’s higher hid and 
Fortis’s offer, which had 
won the support of a major- 
ity of G6n£rale’s board. 

Both suggested they would 
seek an injunction if their 
bids were not permitted. 

But the regulator ruled 
that shareholders should 
have a straight choice 
between the rival offers - 
the first such run-off in Bel- 
gian corporate history. 


Before yesterday’s meet- 
ing. Fortis confirmed that it 
had received support from 
institutional shareholders 
accounting for 5 per cent of 

the bank's shares. That, 
together with the 35 per cent 
it already effectively con- 
trols, could be enough to 
thwart ABN Amro’s target of 
winning 60 per cent of Gen- 
erate shares. 

ABN Amro, meanwhile, 
has brought In Merrill 
Lynch, the US investment 
hank to seek to win over the 

Belgian bank's shareholders. 


The Dutch bank said that 
the Wall Street firm, which 
had not been involved in bid 

preparations, had been 
recruited “in the course of 

last week". 

An ABN Amro official in 
Amsterdam played down the 
significance of its decision to 
seek outside advice, saying: 
“It is always goad to add 
some more brains to a pro- 
cess like this.” 

Fortis is being advised by 
Morgan Stanley Dean Witter, 
while its Belgian arm, 
vehicle for its offer, has JJ*. 


M organ as adviser. The Bel- 
gian regulator worked on the 
basis of a confidential opin- 
ion submitted by Genfirale 
de Banqne’s board, in which 
21 directors supported the 
Fortis bid, while seven 
backed ABN Amro. 

The decision has enabled 
Fortis, to claim that its bid 
has been recommended by 
Gfenfirale’s board- But ABN 
Amro Mn claim the suppeot 
of G6n6rale’s six-strong man- 
agement committee, which 
accounted for all but one of 
the dissenting directors. 


Approval granted for 
Thyssen/Krupp merger 


Paper giants open a new chapter 


The Stora-Enso merger could be the first of many, write Greg Mcivor and Tim Burt 


T he industrial logic 
underpinning the mega- 
merger between Swedish 
forestry group Stora and its 
Finnish rival Enso can be 
summarised in one word: 
globalisation. 

For years, companies in 
the deeply fragmented and 
conservative paper industry 
held back from the feverish 
consolidation that has swept 
through many other sectors. 

But over-capacity in a 
highly cyclical sector, cou- 
pled with growing restive- 
ness among shareholders 
over mediocre returns, has 
forced producers to confront 
the need for industry-wide 
restructuring. 

A Steady stream of big 
deals, including cross-border 
ventures, has started flowing 
in the past couple of yearn. 
Some analysts predict the 
industry will narrow to only 
about half-a-dozen truly 
global producers within a 
decade; Stora and Enso 
clearly intend to be among 
them. 

“Enso and Stora are posi- 
tioning themselves for glo- 
balisation.” said Lars KJell- 
berg. forestry analyst at 
Credit Suisse First Boston in 
London. “They now have the 
financial base and sheer size 
to be more aggressive on the 
world scene. As separate 
entities they didn’t have that 
clout." 

The repercussions of yes- 
terday’s $$.5bn tie-up - by 
far the biggest transaction 
the forestry industry has 
seen - are likely to be 
far-reaching. Analysts 
agreed yesterday that the 


deal would accelerate the 
pace of consolidation, partic- 
ularly in North America and 
Europe. 

Even after yesterday's 
deal, the top five paper pro- 
ducers account for less than 
20 per cent of world output, 
with Enso and Stora control- 
ling just under 4 per cent of 
the total market Plenty of 
room exists for further con- 
centration. 

Ur Kjellberg said it 
brought closer the prospect 
of transatlantic consolida- 
tion. It was likely that North 
American and European 
companies would move 
increasingly into each oth- 
er's territories as they 
sought to move beyond 
mature domestic markets. 

A number of leading 
groups, including Stora and 
Enso. have already 
responded by establishing 
operations in Asia-Pacific 
and Latin America. Others, 
such as SCA of Sweden and 
Finland's UPM-Kymmene, 
are among those tipped to go 
on the offensive. 

Second tier producers such 
as MoDo of Sweden and Fin- 
land’s Metsa-Serla may also 
feel under greater pressure 
to find a partner. “Some of 
the smaller competitors will 
be feeling a bit nervous after 
this," said one London-based 
forestry specialist yesterday. 

Stora and Enso hailed the 
merger as a “dream deal” for 
the international pulp and 
paper industry. The wedding 
plan, under discussion since 
February, will create a group ' 
with annual output exceed- 
ing 12m tonnes of paper. 


overtaking International 
Paper of the US as the 
world’s largest producer. 

In at least three areas - 
liquid packaging board, fine 
paper and newsprint - the 
enlarged group will have a 
dominant share of the mar- 
ket in Europe and beyond. In 
addition, it will be able to 
exploit cost synergies in 
other sectors, including mag- 
azine grade paper, to offset 
price volatility. 

Percy Barnevik, chairman 
of Investor, the Wallenberg 
investment group which is 
Store’s largest shareholder, 
said yesterday the new 
group would enjoy “real 
opportunities for interna- 
tional expansion”, hinting it 
would not concentrate solely 
on internal reorganisation 
while rivals pursue deals to 
challenge its dominance. 

Mr Barnevik, credited with 
helping to broker the deal, 
emphasised that he expected 
both companies to pursue 
“profitability improvement 
programmes" and exploit 
synergy gains to reduce 
costs. 

The combined company is 
likely to do so by reducing 
overlap, so that mills cur- 
rently producing different 
grades of paper and board 
would, in fixture, concentrate 
on specific products. 

Investor suggested such 
moves would minimise job 
losses among the combined 
workforce, estimated at 
about 40.000. 

Nevertheless, the' exten-7 
si ve overlap between the'twov 
companies' product Ifues- 
means some duplication is v 


inevitable. Where this exists, 
older plants are likely to be 
sacrificed in favour of larger, 
more modem mills. 

One question cm investors' 
minds is whether the merger 
was really an arranged mar- 
riage organised by the lead- 
ing shareholders in Enso 
and Stora - the Finnish gov- 
ernment . and Investor 
respectively - rather than 
by the two managements. 

Investor has made no 
secret of its fading patience 
with underperforming stocks 
and its desire to concentrate 
on three areas: telecommuni- 
cations, medical technology 
and information technology. 

Stora. although one of the 
oldest assets in the Wallen- 
berg portfolio, has disap- 
pointed in recent years. 
Return on capital employed 
has averaged just 7.5 per 
cent since 1990. 


T he ability of senior man- 
agement to focus on 
strategic issues may also 
have been undermined by 
the reported antipathy 
between Lars-Ake Helges- 
son, Stora chief executive, 
and Bo Berggren, the compa- 
ny’s chairman. 

Following the botched 
handling of a SKr64m 
($8. 18m) severance package 
for Mr Helgesson, both chair- 
man and chief executive 
have departed and the man- 
agement, led by new chief 
executive BjOrn H&gglund, 
has vowed to increase oper- 
rrift’g s hy SKrSJjbn a 
yearly the end of 2000. 

Las'# year, Stora made 
operating profits of SKr35bn 



The European Commiswor yesterday gave the go-ahead to 
^SZaTmerger of 

peering and steel group*, subject only to mhor conditions 
affecting Krupp’s elevator business. 

Krupp said it would havB to give up a supervisory board - 
postal tone, a Finnish Wtmaker * 

has a 10 per oent stake. Krupp must also give up Its right to 
be the first company with which ; 

should the Finnish company want to sen more of Rs shares to 

en industrial partner. Wupp end Thyssen are due formally to 
complete their merger by Man* 1 next year, a^eal^agroup 
with about 186,000 employees and annual sales of DMTObn 
(S39.3bri). 

Shareholders are due to vote on the plans In separate 
meetings at the end of November and beginning of Decent 
bar. SHH to be disclosed s the valuation underpinning the 
Share exchange sealing the mergfng. The two companies said 
yesterday the merger must also be approved by co mpetition 
authorities in the US, Mexico, Brazil, Canada and Switzerland, 
which are expected to complete their Investigations m a few 
weeks. Peter Norman, Bonn 


french banking 


CONSTRUCTION 


Internal buy-out at FCC 


Perry Barnevik: real opportu ni ties tor Intern a tio na l expansion 


on sales of SKr4A5bn. Enso, 
which was merged in 1991 
with Wisaf orest one of Fin- 
land's largest sack and wrap- 
per companies, and again in 
1995 with Veitslluoto, 
another state-controlled 
company, has performed 
rather better. 

It produced a return on 
investment of more than 12 
per ciei$'aSd operating prof- 
its lasb year of FM3.1bn on 
sales of FM29-3bn. Even so, 
it has fteen trading at a dis- 


count to the sector of up to 
30 per cent at times. 

Although the state has 
reduced its stake in recent 
years, many Enso analysts 
suspect the company’s strat- 
egy was set hy ministry offi- 
cials, not by management 

Such worries will have 
been soothed by yesterday's 
merger. Investors will now 
focus how Enso and Stora 
can Integrate and exploit 
their '■ new-found market 
supremacy. 


TENDER NOTICE 


UK GOVERNMENT : 
ECU TREASURY BILLS 


For tender on 9 June 1998 


1. The Bank of England announces the issue by Her 
Majesty's Treasury of ECU 1,000 million nominal of UK 
Government ECU Treasury Bills, tar tender on a bid-yield 
basis on Tuesday, 9 June 1998. An additional 
ECU 50 million nominal of Bills win be allotted directly to the 
Sank of England for the account ot the Exchange 
Equalisation Account. 

2. The ECU 1 ,000 million of Bills to be issued by lender will 
be dated 1 1 June 1998 and will be in the following maturities: 
ECU 200 million for maturity on 16 July 1998. 

ECU 500 million for maturity on 10 September 1998. 

ECU 300 million for maturity on 10 December 1998- 

3. The tenders win be open to anyone who wishes to apply. 
All tenders must be made on the printed application forms 
available on request from the Bank of England or, in the case 
ol the market makers listed in the Information Memorandum 
tas supplemented), by telephone. Completed application 
forms must be lodged, by hand, at the Bank of England, 
Cuslomer Settiemeni Services. Threadneecfle Street, London 
not later than 10.30 a.m.. London time, on Tuesday, 

9 June 1998. Payment for Bills allotted will be due on 
Thursday. 11 June 1998. 

4 Each lender at each yield for each maturity must be 
made on a separate application form for a minimum of 
ECU 500.000 nominal. Tenders above this minimum must 
be in multiples of ECU 100,000 nominal. 

5 Tenders must be made on a yield basis (calculated on 
the basis ol the actual number ol days to maturity and a year 
of 360 days) rounded to two decimal places. Each 
application lorm must state the maturity dale of the Bills for i 
which application Is made, the yield bid and the amount . 
tendered lor. 

6 Notification will be despatched on the day of tiie tender to 
applicants whose tenders have been accepted in whole or in 
pail. For applicants who have requested credit of Bids in 
global form to their account with Eurodear or Cede! Bank, 
Bins win be cretfited In the relevant systems against payment 
For applicants who have requested definitive Bins, Bflls will 
be available lor collection at Customer Settlement Services, 
Bank of England after 1.30 p.m. on Thursday, 11 June 1998 
provided cleared funds have been cradled to the Bank of 
England's ECU Treasury Bills Account No. 59005516 with 

1 Lloyds Bank PLC, Bank Relations. St George’s House, PO 
; Box 787, 6-8 Eastcheap, London EC3M ILL. Definitive Bills 
will be available in amounts of ECU 10,000, ECU 50,000, 
ECU 100.000. ECU 500,000, ECU 1,000,000, ECU 
5,000.000 and ECU 10,000,000 nominal. 

7. Her Majesty's Treasury reserves the right to reject any or 
pan of any tender. 

8 . The arrangements for the tender are set out in more 
detail in the Information Memorandum on the UK 
Government ECU Treasury Bill programme issued by the 
Bank of England on behalf of Her Majesty's Treasury on 
28 March 1989. and in supplements to the Information 
Memorandum. AH tenders will be subject to the provisions of 
the Information Memorandum (as supplemented) and to the 
previsions of this notice. 

9. The ECU 50 million of Bills lo be allotted directly to the 
Bank of England for the account of the Exchange 
Equalisation Account will be for maturity on 

10 December 1998, These Bills may be made available 
through sale and repurchase transactions to market makers 
m order to facilitate settiement 


SPT set 
to list 
equity in 
London 


| MINING: FINANCIAL CRISIS AND LOW PRICES HIT GROUP'S PROFITS rouSH TELEV,S,0N 


Anglo American cites 
Asia for earnings dip 


Alliance talks collapse 


By Robot Anderson in Prague 


10. Copies ol the Information Memorandum (and 
supplements to it) may be obtained from the Manager. 
External Debt. Foreign Exchange Division at the Bank of 
England (telephone number 0171 601 5982) . UK 1 
Government ECU Treasury Bills are Issued under the 
Treasury Bills Act 1877, the National Loans Act 1988 and 
ihe Treasury Bids Regulations 1966 as amended. 


Bank ot England 
2 June 1998 


SPT, the Czech monopoly 
fixed-line telecom operator, 
will today list 22 per cent of 
its equity on tbe London 
Stock Exchange in the form 
of global depository receipts. 

The listing follows the 
$l34m issue of new shares 
last week by Ceske Radioko- 
nmnikaee, tbe telecommuni- 
cations. radio and television 
transmission company, the 
bulk of which will also be 
traded as (SDRs in London. 

Ceske FEadiokomunikace 
and SPT run rival mobile 
telephone operations in the 
Czech Republic and are 
likely to be fixed-line com- 
petitors when SPT loses its 
monopoly at the end of 2000. 

SPT said the listing - 
which will carry standard 
dividend and voting rights 
and have a nominal value of 
KC100 following a 10-1 stock 
split - would raise the com- 
pany’s profile In interna- 
tional capital markets and 
“improve access to SPT 
shares for a wider investor 
base". 

SPT is already the most 
capitalised and widely 
traded share on the Prague 
stock exchange anil has out- 
performed the market by 45 
per cent in tbe past year. 

It is the most sought-after 
stock by foreign investors 
but only 22 per cent of the 
shares are free-floating. The 
Czech stale controls 51 per 
cent and 27 per cent is 
owned by Telsource, a joint 
venture between KPN, the 
Dutch telecoms company, 
and Swisscom, the Swiss 
telecom utility. 

Investors have been 
attracted by the company's 
strong revenue growth, 
which has remained impervi- 
ous to the Czech economic 
slowdown. 

Last year, SPT made net 
profits of K£6.04bn ($ii2m) 
on revenues up 23 per cent 
to K£39J9bn. 

In the first Quarter of this 
year it recorded net profit of 
KEl.Tbn, up from KtLBbn for 
the same period in 1997. on 
revenues up from KcSbu to 
KeiO-Sbn. 


By Victor Mallet 
to Joh an nesburg 


Anglo American, the South 
African min ing and indus- 
trial conglomerate, yester- 
day blamed the financial cri- 
sis in south-east Asia and 
lower commodity prices for 
an 18.1 per cent foil in total 
net earnings, to R5.82bn 
(Sl.llbn), from R7.1lbn last 
time. 

A smaller surplus on the 
realisation of investments - 
RSSlm against R2.12bn - 
also contributed to tbe fall in 
profits in the year to March. 
But Anglo increased its total 
dividends for the year to 735 
cents from 700. 

Julian Ogilvie Thompson, 
chairman, defended the 
group’s commitment to geo- 
graphical and product diver- 
sity. However, be empha- 
sised Anglo's plans to 
continue with a restructur- 
ing programme began last 
year to simplify its share- 
holdings. make its operating 
companies more focused and 


make itself more attractive 
to international investors. 

“There is much unfinished 
business." he said. Anglo- 
gold, the new holding com- 
pany for the group's gold 
mines, is attempting to buy 
tbe overseas gold interests of 
Minorco. Anglo's natural 
resources associate. The 
future structure of Minorca 
itself is uncertain. 

Mr Ogflvte Thompson said 
shareholders had welcomed 
the changes of the past year, 
including {he formation of 
Anglc@old.ithe merging of 
Anglo's financial services 
interests with those of RMB 
Holdings into FirstRand. 
There was alsothe proposed 
sale of Anglo American 
Industrial Corporation's 
stake In AECI, the chemicals 
group, to SasoL 

But he acknowledged that 
Anglo's structure was not 
yet as tidy as he wished. 
Asked why Anglo American 
itself rather than Amplats. 
the group’s platinum com- 
pany, was investing in plati- 


num mining in Zimbabwe, 
he said that Anglo had funds 
to use in Zimbabwe. “We're 
conscious of tbe illogicality 
of this," he said. 

Anglo directors defended 
the existence of the conglom- 
erate parent company partly 
on the grounds that it can 
recognise strategic opportu- 
nities - such as the First- 
Rand merger - and raise 
cheap money for its subsid- 
iaries. Rupert Pardoe, 
finance director, said the 
Mondi paper company had 
benefited from cheap finance 
secured by the “muscle of 
Anglo American" in interna- 
tional markets. 

Shares in South African 
conglomerates such as Anglo 
have long traded at dis- 
counts to their net asset 
value. At the end of the 
financial year the group’s 
net asset value was H6Sbn, 
and the shares were trading 
at a discount of 16 per cent, 
but Mr Pardoe said the gap 
had narrowed to 11 per cent 
this week. 


Talks have collapsed on an alliance between the US^financed 
At Entertainment and Canal Pius of France to provide the first 
multichannel digital sendee to Poland, Europe's fifth largest 
television market However, At Entertainment wrD immeefiateiy 
start providing Its digital platform on its cable system, which 
Iras more than 800,000 subscribers. In autumn it wffl start a 
satellite sendee. The company, which has committed $200m 
to start-up costs, had original iy planned a launch for April 
Canal Plus' subsidiary has accused At Entertainment of 
walking out on their talks on a joint service. It said it would 
also be launching its own digital sendee this autumn. Canal 
Plus already operates a terrestrial pay-TV service to Poland 
with 240,000 subscribers. Christopher Bobmski, Warsaw 


ISRAEL 


1CL stake sale approved 


Israel’s parliamentary finance committee yesterday approved 
the sate of its 31 .5 per cent stake in Israel Chemicals (I CL), 
the export-driven chemicals group, on the Tel Aviv Stock 
Exchange. The shares would be worth about $490rri at cur- 
rent market prices. 

The decision allows the government to float the stoke to 
public offerings or to place them on the market through bro- 
kers. Tsipi LhmL director of the Government Companies 
Authority which Is responsible for privatisation, would not say 
when an offering would take place, but pledged to prepare a 
prospectus ‘as quickly as possible". 

Ellse Horowitz, analyst at Lehman Brothers, said fhe gov- 
ernment might opt to sell shares In two tranches, since the 
kjeal stock exchange would have difficulty absorbing an the 
equity at once. The Israel Corporation, a holding company 
controlled by the Bsenberg family, holds 42 per cent oflCL 
and was e xpected to be awarded right of flret refusal to buy 
the snares. Israel Chemicals had net profits of $101m on rev- 
enues of $1.64bn in 1997. Avi MachBs, Jerusalem 


Panafon float to be eased 


By Kerin Hope In ttheos am) 
Virginia Marsh in Ltmdoii 


The Athens stock exchange 
plans to change its regula- 
tions on capital increases to 
permit the flotation later 
this year of 5 to 7.5 per cent 
of Panafon, tbe leading 
Greek mobile telephony 
operator. 

Panafon, which is 55 per 
cent owned by Vodafone of 
the UK. is expected to be 
capitalised at up to $4bn. 
The company is expected to 
announce shortly that it has 
appointed SBC Warburg, 
rather than Goldman Sachs, 
as international adviser. 

Legislation is being pre- 
pared to reduce the mini- 
mum capital increase for a 
listing fhun 25 per cent to 5 
pa - cent The new ruling will 
apply only to Dotations of 
big companies that would 
significantly deepen the mar- 
ket’s liquidity. 


Chris Gent, chief executive 
of Vodafone, said yesterday 
Panafon was “almost certain 
to go to market before the 
year-end". 

Mr Gent said France Tele- 
com had agreed to reduce its 
stake from 35 to 20 per cent, 
and that on present market 

valuations Panafon was 
expected to be worth S35bn- 
$ibn. Vodafone had invested 
about £300m ($49 lm) in the 
business. The other share- 
holder, with 10 per cent, is 
Intracom, the Greek tele- 
coms equipment supplier. 

An analyst in Athens said 
the 15 per cent stake to be 
sold by France Telecom 
would be placed with inter- 
national investors through a 
secondary offering. Vodafone 
would be expected to take up 
part or tbe offering in order 
to keep control of Panafon. 

After the primary and sec- 
ondary offerings, Panafon 
would have the third-biggest 


market capitalisation cm the 
Athens bourse, the analyst 
said. 

It Is thought that Goldman 
Sachs, the other short-listed 
candidate for international 
adviser, contested SBC War- 
burg’s appointment on 
grounds of conflict of inter- 
est SBC Warburg is advising 
on the flotation of another 
European mobile telecoms 
operator. 

At March 31, Panafon had 
more than 623,000 customers, 
up from 257,000 a year ear- 
lier. a 70 per cent increase. 
Vodafone said Panafon was 
profitable and became free- 
ca$h-flow-poeitfve during tbe 
year. 

The analyst said Panafon 
had a GO per cent share of 
the Greek mobile market It 
competes with Stet Hellas, 
controlled by Telecom ftaK* . 
and CosmOte, a subsidiary 
of OTE. the Greek public 
telecoms operator. 


KPN agrees Hungary deal 

VDM Hu rv ^.1. 


KPN, the Dutch telecoms company, is expanding Hs east 

European presence by taking over a 49 per cent stake in Pan - 
i« ot Hungary from Unisourca, the Industry aWance of which 
USh"? 7 * spending SlOOm on a nationwide digital 
compete by the end of next year, 
kmr* I?** bean Pknned, would strengthen 

H 10 Hun 9arian market where It had invest- 
mobte serv k*s. ft said. Among these 
JasztaJ * 0 toeal operator which some m 

KPN ^ committed to 

long-term investments in the country 

,n ** re9i ° n '* a "***»* stake h SPT. 
the Czech national operator. Gordon Cramb, Amsterdam 


P&U STAKE SALE 


Volvo books SKt2.1bn gain 


grou P- s 0 * 1 yesterday It made 

m Pharmflda & Upjohn, the US-Swedlsh 
P^ armaceu bcals company. 

J ? Was expQcted - ^ ™de through 

ton ^ ^ ‘ nvestment bank. Volvo said the remain’ 

would be sold later to the year. 

ARC News, Stockholm 
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Lyonnais seeks wider ownership 


S’ • 


Crtdit Lyonnais, the French state-owned bank, wants ntfvfd- 
ual shareholders as wefl as tostftutJons to be able bu F 
some of its shares this autumn to a first step towards privati- 
sation, the chairman indicated yesterday. __ , 

In an Interview to La Tribune, Jean peyrelewade confinned 

he was soaking FFt5bn-FFrt0bn(S838m^-7bn) to ftaxfc . 

from Investors to raise the bank's solvency ratio ahead of a 
full seU-off to be completed by autumn next year. 

He said he wanted the first operation to open me capital to 

investors to take place simultaneously or very close to an 

Issue of new shares by the bank to the French state, tn com- 
pensation for abandoning the special dividend Credit Lyon- 
nais pays to the state as part of its 1995 rescue plan. 

He said he wanted institutional investors which were ready 
to support the bank over the next “three or four years until we 
have determined the ultimate destiny” of the bank. 

Andrew Jack, Peris 
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Esther Koplowttz yesterday agreed the Pta138bn ($899m) 
acquisition of a 28 per cent stake to Fbmento de Construe* 
clones y Contratas (FCC) from her sister Afida to gain sole 
control of Spain’s biggest buMng and construction group. - 

Alicia’s stake represented 50 per cent of a holding company 
which controls FCC and which was jointly owned by the sis- 
ters. FCC, which has widespread interests in urban services, 
cement and real est a te, as well as its core construction divi- 
sion, said yesterday that Its business would not be affected 
by the internal buy-out 

Yesterday's agreement foHows a six-month satfeh by Gold- 
man Sachs, the US bank, tor an industrial buyer after toe two 
asters fen out over strategy at FCC. The disposal proved diffi- 
cult because Esther had an effective veto over the transaction 
and Alicia agreed lata last week to sen directly to her sister. 

Several international and domestic banks were understood 
yesterday to have approached Barings, Esther's adviser, with 
offers to finance the acqidsttron, believed to be the largest pri- 
vate purchase in Spain. Tom Bums, Madrid 
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COMPANIES & FINANCE: EUROPE 


FINANCIAL SERVICES ' GROUP SHIFTS FOCUS 

ING places 
emphasis on 
euro-zone 


By Clay Harris, 

Banking Correspondent 


ING Group, the Dutch finan- 
cial services company, said 
yesterday that expansion in 
continental Europe was its 
priority, but denied it had 
reduced Its ambitions in the 
UK, the US or emerging mar- 
kets such as Latin America. 

1 Arjun Mathrani. chief 
executive of ING Barings, 
the group's London-based 
investment bank, quit last 
week after a disagreement 
over European strategy. He 
was most senior of a stream 
of executives to leave Bar- 
ings in recent months. 

Resigning only five 
months after joining from 
Chase Manhattan, Mr Math- 
rani objected to a new struc- 
ture bringing together the 
continental corporate and 
investment banking opera- 
tions of ENG Barings, ING 
Rank and Belgium’s Banque 
Bruxelles Lambert, which 
ING bought earlier this year. 

It will operate under the 
ING Barings name. Mr Math- 
rani was unhappy about 
sharing authority - with 
Michel Ttimant. BBL chief 
executive. 

Marin us Minderhoud, ING 
B ank chairman and a direc- 
tor of ING Group, is covering 
until a replacement Is found. 
Meanwhile he plans to spend 
four days a week in London. 
Yesterday, he was address- 
ing ING executives at the 
Dutch resort of Noardwjjk. 

Like other continental 
financial gro u ps, ING is plac- 
ing a new emphasis cm activ- 
ity within the euro-zone. 

This marks a-change from 
recent years, when expan- 
sion in the US - where it 
bought the investment bank 
Furman Selz last year - or 
in emerging Europe was at 
the top of the list Earlier 



Aijun Mattuanfc disagreed over 
group’s European strategy 

this year, ING Barings 
reduced its local presence in 
Latin America, traditionally 
one of its strongest areas. 

ING said buying a com- 
mercial hank in Europe was 
its highest priority, but it 
remained interested in fur- 
ther purchases of US life 
assurers, investment banks 
or asset managers. Outside 
Benelux, European expan- 
sion in retail banking will be 
limited to direct banking. 
Earlier this year it bought a 
49 per cent stake in All- 
gemeine Deutsche 
Direktbank in Frankfurt. 

Mr Mathrani 's successor 
will have to address a fall in 
morale at the hank , which 
ING bought in 1993- 

James Lupton, Barings 
deputy chairman, and Simon 
Borrows, head of corporate 
finance, quit in April after a 
dispute over strategy to open 
a European office for Green- 
hill & Co. the US advisory 
firm- J.P. Morgan and Merrill 
Lynch, the US banks, and 
France's Sod6t& G€n6rale 
have also recruited top Bar- 
ings executives recently. 

See Lex 
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Retail 
tranche "of 
Endesa 
sale lifted 

By Tom Bums to Madrid: y: . 

- The Spahish government has 
turned to domestic savers 
after a lukewarm response 

- from institutions to the sale 
of shares in Endesa, the 
power group which will be 
fully privatised hext week. 1 

The retail tranche was yes- 
terday raised from 70 per 
cent to 76 per '-cent of the 
record-breaking Ptal,150bn 
($7.6bn) disposal/ 

• ■ Sfepi, the government 
agency which is s elling 33 
per cent of the electricity 
generator, set a m aximum 
price of Pta3,776 for the 
offering of 306.8m shares, 
and will fix-the final .issue 
price on June 8. 

- • a further K2 per cent of 
Sepi -owned stock wfil be 
bought back by the utility to 
complete its privatisation. 

The maximum price repre- 
sented the highest weighted 
daily trading average of End- 
esa -shares last week, when 
' the stock rose more than 8 
per cent in the opening days 
of the offer period, before 
flailing tO PtaS.630. • 

- Endesa's share price lost 
• fa per cent to Pta3.580 in 

early trading "yesterday 
before recovering to close 0.3 

• -per cent down _ at Pta3,620 
■ ^and analysts believed mar- 
ket volatility could cast a 
shadow over the disposal. 

Uncertainty ova’ the final 
pricing has cooled institu- 
tional response to the priva- 
tisation- Sepi has responded 
by r ea llocating 2L3m shares 
from the institutions’ 
tranche to retail investors 
This final saTe is double 

* the size of an offering of 
7gnrtp«s shares last October; 
which itself set a benchmark 
for' Spain’s capital markets. 

'In spite of this, the retail 
tranche was five times sub- 
scribed when the first week 
of the registration period 
ended on Friday. Small sav- 
ers will receive a 3 per cent 
discount on the issue price 
and a 3 per cent cash bonus 
after six months- 
Sepi said there had been 
1.3m applications from Span- 
ish savers for Endesa shares* 
a demand that wafl.worth in 
excess of PlM.OOObn- • 

The response underlines 
« the shift towards equity 
investments by domestic 
households, and would raise 
EndeSa’s shareholder base 

-■ Him LBrnr-to wen over 2m, 

making the power group the 

most widely distributed 
stock on Madrid's Balsa. 
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DKrl. 2 bn 

atmidway 

'ByHbuy Baines n Copenhagen 

Carlsberg, the Danish 
brewery ' group, yesterday 
wrongfooted analysts when 
it reported a 38 per cent 
Increase in half-year pre-tax 
profits, from DKr870m last 
time to DKxL2bn ($177m>. 

The group’s shares jumped 
DErlS - to DKr490 for the A 
shares and to DKr486 for B 
shares - following the 
release of the results. 

- The consensus forecast 
from analysts was for a Ml 
in pre-tax profits to 
DKr825m. 

The results were compli- 
cated by restructuring. 
Carlsberg-Tetley, the UK 
business, is now wholly 
owned by Carlsberg com- 
pared with only 50 per. cent 
last time. 

Carisberg Tetley produced 
a better-than-expected result, 
according to Carlsberg. Sales 
of the group’s main brands 
progressed, while savings 
were made on production, 
distribution and administra- 
tion. The results also took 
account of the acquisition of 
the Finnish brewery. Sine- 
bry chaff- - - 

■ Acquisitions were the 
main reason for a 68 per cent 
surge in turnover, from 
DKr9J21bn to DKrMilbn. 

Profits before net financial 
items were ahead 51 percent 
to DKr806m. 

Carls berg's share of the 
Danish market fell from 7L3 
to 70.4 per cent, of a total 
which slid 3.5 per cent 

However, in Asia the beer 
market and Carlsberg were 
hit by the economic crisis. 
Results for the group’s Hong 
Kong and China operations 
were in line with expecta- 
tions, but a negative result 
for the year is expected once 

again. 

In contrast, the joint ven- 
ture with CocaCola for bot- 
tling and -distribution of its 
products in Denmark and 
Sweden made progress. 
HJegotiatioDS with Coca-Cola 
for the extension of the joint 
venture to the other Nordic 
countries continue. 

Full-year pre-tax earnin g s 
are expected to be somewhat 
higher than last year’s 
DKrl.TSbn, with gains from 
disposals countered by costs 
for redundancies in the Dan- 
ish breweries. 

The group said the strike 
which paralysed Danish 
Industry for u days at the 
wincing of May cost the 
group DKr40m-DKrSJm. 


Swiss bourse attracts two more IPOs 


By Wfton Han in Zurich 

Switzerland’s - growing 
importance as a centre for 
European initial public offer- 
rings was underlined yester- 
day when two global compa- 
nies announced plans to 
raise up to SFrlbn (S677m) 
on foe Swiss stock exchange 

Swiss' companies raised 
SFttShn In IPOs last year 
and there have been five 
Swiss IPOs this year. The 
Swiss stock exchange says 
there are another seven in 
the pipeline, including the 
flotation of Swisscom which 
is expected to raise more 
♦Han SFrSbn later thin year. 

The Swiss stock market 
index has nearly doubled 
Over the past 18 months anti 


this, coupled with the rapid 
restructuring of Swiss indus- 
try, has spawned an unusu- 
ally large number of IPOs. 

Barry Callebaut, the 
world's biggest manufac- 
turer of industrial chocolate, 
is to float L42® shares, or 
around 27.5 per cent of its 
equity, and Gretag Imaging, 

the world's lending manufac- 
turer of photofinishing 
equipment, is to sell 3.4m 
shares, or just under 60 per 
cent of its equity. 

Both IPOs, which will 
raise around SFrSOOm each, 
involve the issue of new 
equity and the sale of shares 
by existing Charghnldur- g 

The indicated price range 
for the Barry Callebaut IPO 
is SFr300 to SFrS40 a share. 


which is equal to between 16 
and IB times pgtimateri eam- 
ings for the year to August 
1999 and a yield of around 
1.5 per cent. 

Gretag, which aims to 
expand its sales by 10 to 15 
per cent a year, has set an 
indicative price range of 
SFrl25 to SFrl50, which Is 
equal to between 13 and 15 
times estimated 1999 earn- 
ings and a prospective yield 
of just over i per cent, 

Barry Callebaut is owned 
by Klaus Jacobs, the Swiss 
financier, and is foe result of 
the 1996 merger of Belgium- 
based Callebaut, an indus- 
trial chocolate manufac- 
turer. and the French-based 
Barry, a specialist in cocoa 
sourcing. 


The combined group has a 
35 per cent share of the mar- 
ket far industrial chocolate, 
which goes into everything 
from icecream and biscuits 
to high-priced confectionery. 
Last year it had sales of 
nearly SFrZbn and net 

mirvrap of CTV raSnv 

Barry Callebaut describes 
itself as a “Swiss company 
with strong French and Bel- 
gian roots”. The bulk of its 
business and management is 
based outside Switzerland, 
as are its main competitors 
such as Cargill and Archer 
Daniels Mirt land . 

However, its decision to 
seek a Swiss stock market 
listing partly reflects the fact 
that its main shareholder is 
Swiss, and Switzerland. 
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home to Nesth- and Lindt & 
Sprungli, understands choco- 
late companies. 

By contrast. Gretag Imag- 


ing. a Ifflirt man. foment 
buy-out front Cilu fii'igy. the 
Swiss pharmaceuticjl Turn. 
ronsnJrrcd si-ckur’ a US 
stock market (’uiu.titon. It 
has I’lnso lies to Kodak, the 
US phutoxTJiphy ifrnup und a 
shnn-huhlrr. nearly mo- 
thirds »*i its SKr^Um sales 
are m the US. and William 

JtM.-l.iT. tin* -.-roup's L'S-hom 

dill! e\tTUUt.:. is based in 
Un- I S. 

Hans /.ullif-ter, Gretag 
cli.iirmnn. the lumpcuiy 

li.nl (fit tiled :n mvL a Suiss 
listing 1 H-i-.iu.se ilu.it tons itt 
SwitriTl.u id wen* binul.tr to 
other market,-, llotation 
costs wen* cheaper, and 
report inn requirements and 
k-.{;ti restrictions were less 
liner- ms 


Viag rises on rumours Obermeier will be removed 


By Ralph AMs to Baait 


Shares in Viag, the 
Munich-based energy to tele- 
communications conglomer- 
ate, jumped more than 3 per 
cent to DM1,081 yesterday on 
expectations that Georg 
Obermeier will be removed 

from his post as i-tmirman 

thin month. 

A final decision is expec- 
ted at an extraordinary 
meeting of the group’s super- 


visory board on June 22. 

Viag has refused to deny 
reports that Mr Obermeier 
has lost the support of the 
supervisory board and would 
be replaced by Wilhelm Sim- 
son, chairman of Vlag'S SKW 
Trostberg chemicals subsid- 
iary. Mr Obermeier is on hol- 
iday this week. 

In recent months Viag has 
suffered from negative pub- 
licity over the sale of its 
stake in Computer 2000, 


the persona] computer dis- 
tributor. 

However, dissatisfaction 
with Mr Obermeier is 
believed to reflect more the 
personal friction between 
senior Viag managers and , 
possibly, wider question 
marks over the pace of 
restructuring at Viag. 

The company is heavily 
dominated by its energy 
interests which analysts esti- 
mate account for about 


80 per cent of its earnings. 

Yesterday’s share price 
jump reflected hopes that a 
new chairman might break 
the lethargy which has 
gripped German utilities' 
shares recently by re invigo- 
rating Viag's efforts at cost 
cutting and reshaping as an 
internationally-oriented 
business. But analysts 
pointed out the lass of Mr 
Obermeier’s knowledge or 
the electricity business 


would be a disadi .inla^c as 
Viag reacts to libenlisation 
of the energy market ami 
seeks to build its activities 
into a central Europe-wide 
operation. 

Bavarian-bom .Mr Ob*T- 
meler, 56, has been chairman 
of Viag since August ltic. 
and a member of its hoard 
since November 19R*. During 
this time, he has hern 
closely involved in some uf 
Viag's biggest exixmsion pro 


jn l>. inrluilur: it ■ r.ikruver 
in ]■*■"-? •■! it.i> rr::v\. rk. i-Sn- 
uf Uernr.iin - l.irnst elec- 
tncil\ utiliiu-s utscro Mr 
OlH-rilieu-r h.i«i prrviousiy 
been finaiuv duvet. «r 
In •-out rust tn Mntir.es- 
niiitui, Vriia .mil 51VVK. nv.il 
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]j- ♦ Of the 6 core sectors in wbidi the Ko$ Group operate, * Koffinans is Turkeys first consumer finance company 

finance was the &stest growing latf year based on revenues. prov i d in g almost 500,000 loans to buy Ivo£ products. 

* Kofbank operates 59 domestic bsantiws and a fully licensed * Ko$ Securities was set up in 1997 specialising in asset 
subsidiary in Amsterdam. management, brokerage and advisory services. 


* In partnership with .\lliaju;-RA5-Tekio. ^ark SigoriA rinks 
among the top 3 composite insurance companies in Turkey. 

• §nk Hajat r life), is growing f.isr rh.mk> lo the popularity 
of its pension, health and life schemes. 



A part of Turkish life. 
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TECHNOLOGY LOW-COST PCs AND ANTI-TRUST LAWSUITS CONTRIBUTE TO DOWNWARD SPIRAL 


Computer fears dim share prices 


fccpc SE Technology 

"tatetetarafr V 


By John Labats in New Yortt 


Monday's choppy trading 
session on Wall Street 
renewed debate about how 
much farther the downward 
spiral in US technology 
stocks, especially computer- 
related shares, has to go. 

The split in share price 
performance between high- 
technology stocks and the 
rest of the market was made 
even clearer as Investors 
poured money into blue-chip 
stocks. 

The technology index at 
the Pacific Stock Exchange, 


based in San Francisco, tum- 
bled 2.4 per cent on Monday, 
while the Dow Jones Indus- 
trial Average managed a 
small but steady gain- 
By early afternoon yester- 
day, investors had bid up the 
price of many technology 
stocks, but this was only a 
partial recovery. 

Earlier, news that Intel, 
the leading chip-maker, had 
delayed the release of its 
next generation chip sent 
the company's own shares 
down nearly 5 per cent 
Intel's delay was only the 
latest worry for the com- 


puter sector, where a grow- 
ing list of longer-term con- 
cerns Ms emerged, includ- 
ing suh-$ 1,000 personal 
computers, anti-trust law- 
suits against Microsoft arid 
possibly Intel, and uncer- 
tainty about how deeply 
Asia’s economic malaise wffl 
affect future profits. 

Since hitting a peak of 
361.96 on May 4, the PSE's 
technology index Is down 
more than 10 per cent, at 
322.40. Instead of having a 
market correction, we’re 
having sector corrections," 
said Arthur Hogan, chief 


market analyst at Jeffries & 
Co in Boston. 

For much of 1998, personal 
computer-makers, including 
IBM and Compaq, have faced 
inventory problems as com- 
panies have realigned their 
selling strategies in the face 
of falling PC prices. 

“They knew they had to 
sell a lot of PCs to get to 
their revenue targets," said 
Richard Gardner of Salomon 
Smith Barney in San Fran- 
cisco. He expects the worst 
is over and inventories 
should r et ur n to more nor- 
mal levels by the end of die 


June quarter. Plunging 
Asian currencies have 
greatly reduced the cost of 

components to PC producers. 
But most of those savings 
are passed on to consumers. 

With cash still pouring 
into US investment funds, 
some suggest technology 
stock prices have reached a 
bottom for the short term 
and investors wOl begin to 
move back in. Indeed, the 
weeks prior to the second- 
quarter earnings season 
could see a sharp rebound in 
technology share prices. 

'Most professional inves- 


■ms - 

15fl .. 1 

j jn 



ru 


k 

T 

- LI 

J 

V - 

U— 


j« -. mr 


S3 Jun 


tors -want to be In ahead of 
earnings," gairf Mr Hogan. 

If companies fail to deliver 
on profits, howev e r, the rest 
of the year could be as 
choppy as the start. 


Motorola and 
Lucent in DSP 


partnership 


By Paul Taylor 


Motorola and Lucent 
Technologies, two leading 
electronics groups, are to set 
up a joint research and 
development centre in 
Atlanta aimed at developing 
next generation digital 
signal processor (DSP) 
technology. 

The partnership brings 
together the number two 
and three companies in the 
fast-expanding market for 
DSPs and poses a serious 
challenge to Texas Instru- 
ments, the current leader 
which has 3 market share of 
about 45 per cent 

DSPs are used in a wide 
range of consumer and 
industrial electronic equip- 
ment including modem com- 
munications devices, disk 
drives, broadcast satellites 
and mobile telephones. 

Last year the world DSP 
market was worth about 
$3bn but is forecast to reach 
S15bn by 2002, making it one 
of the fastest growing seg- 
ments of the dynamic semi- 
conductor market 

"We believe this collabora- 
tion will enable us to pool 
our resources and shorten 
development cycles," said 
John Hughes, managing 


director of Lucent's micro- 
electronics operations in 
Europe, Africa and the Mid- 
dle East 

The two companies will 
collaborate on core designs 
for the computing engine 
which can then be used in 
the building of a wide range 
of DSP devices. However 
they will separately develop 
and market fully-fledged 
DSPs based on these designs. 

Under the terms of the 
agreement the two compa- 
nies will cross-license each 
other’s existing DSP technol- 
ogy and set up a joint design 
centre, dubbed StarCore. 
which is due to open this 
autumn and which is expec- 
ted to deliver its first DSP 
core designs by mid-1999. 
Lucent will also licence 
Motorola's M-Core reduced 
instruction set computing 
microcontroller technology. 

Fred Shlapak. in charge of 
Motorola’s wireless sub- 
scriber systems group, said 
the agreement was “the first 
of its type" in a highly com- 
petitive industry. 

Will Strauss, president of 
Forward Concepts, the IT 
consultancy said: The alli- 
ance is unprecedented, and 
is a very dramatic event in 
the DSP industry." 


Sprint leap needs firm landing 


By Richard Waters hi New York 


Sprint’s plans for its next 
great technological leap dis- 
play both the strengths and 
weaknesses of the third-big- 
gest US long-distance tele- 
phone carrier. 

This Is Yhp company that 
built the first national fibre- 
optic telephone network, and 
is in the midst of building 
the first country-wide digital 
wireless telephone system. 
Daring technological leaps 
are nothing new for Bill 
Esrey, Sprint chairman. 

However, this is also the 
company that decided some 
time ago it could not take on 
the world alone and win. 
The Kansas City-based com- 
pany's strategy during the 
1990s has relied heavily on 
two partneship 6 - one with 
a group of cable television 
companies, the other with 
the national German and 
French carriers. Neither has 
lived up to its promise. If the 
company's latest ambitious 
plans are to hear bint. It will 
have to make such arrange- 
ments work for more effec- 
tively. 

On the technology side, at 
least. Wall Street gave 
Sprint a strong vote of confi- 
dence yesterday. Its shares 
rose on the news, despite the 
fact the investment will 
weigh on its earnings over 
the next three years, sug- 
gesting a strong belief it will 
succeed in constructing the 
sort of integrated voice, data 
and video network it has 
promised. 



BUI Esrey, Sprint chairman: 
daring strategy nothing new 


Sprints efforts to reengi- 
neer Its network for the 
internet age echo moves 
already under way at other 
established telephone com- 
panies, including AT&T. 
Unlike those companies, 
thnng h Sprint rbrim a 

heads tart Its more modem 
fibre optic backbone pro- 
vides a solid platform for the 
development: the main 
investment will be In the 
routers and other internet 
equipment to turn it into a 
fully packet-switched net- 
work, and the software to 
make the integration of 
voice, video and data ser- 
vices possible. 

Much of this investment 
has already been . made. 
Sprint executives say. The 
company is already plough- 
ing resources into the equip- 
ment needed to run a packet- 
switched network. 
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War In Bosnia, with all Its fear, injury and death has now been 
replaced by peace in Bosnia, with all Its fear. Injury and death. 
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While this may vault 
Splint ahead of other estab- 
lished carnets, it provides a 
less clear-cut advantage over 
the lHrpw of Qwest and Level 
3, start-up earners which are 
building national networks 
from scratch. These net- 
works will be founded on 
internet protocols from the 
outset and will not face the 
sort of re-engineering issues 
Sprint, like other carriers, 
will have to face. 

According to Ronald 
LeMay, Sprint's president, 
the company's new network 
wflj still have an edge. For a 
start. Sprint's custo mer b ase 
and the larger foo tp r int of 
its network give it a lead 
over companies like Qwest 

While making grand 
claims for the capabilities of 
its network. Sprint has been 
far less specific about 
exactly how the company’s 
customers would find a way 
to plug in. It Is here it will 
eventually have to rely on 
partnerships - including 
with the local carriers which 
present the greatest poten- 
tial obstacle. 

T.-ikp other long-distance 
companies. Sprint largely 
relies on the five regional 
"Baby Bell” companies to 
provide the wire linking cus- 
tomers to its wider network. 

To make its promises a 
reality, Sprint will have to 
persuade the Bell companies, 
or the smaller rivals spring- 
ing up to challenge them , to 
upgrade their own networks. 
Alternatives may include 
using cable television ifopg 


or its new wireless network. 
Sprint said. 

Yet its plans could pose a 
challenge to the local tele- 
phone companies. By piping 
voice, video and data simul- 
taneously down a single tele- 
phone line, Sprint would 
remove the need for extra 
lines. That, in t urn, could 
undermine traditional 
economics of the local tele- 
phone companies, which 
charge a fiat rate per line. 

A farther question not 
answered by Sprint yester- 
day was how it planned to 
extend its new network out- 
side the US. 

This may not be the first 
priority. This is, initially, a 
national strategy.” said 
Mark Bruneau of Renais- 
sance Worldwide, a commu- 
nications consultancy. “Too 
many companies have blown 
their brains out trying to be 
global. The US Is the largest 
market in the world, and it 
is poorly served.” 

- However, the large compa- 
nies seen as the first custom- 
ers frr the new Sprint ser- 
vice are likely to value 
seamless InternaHrmal ser- 
vice far more highl y than 
smaller businesses and resi- 
dential customers. 

Global One, the joint ven- 
ture with France Telecom 
and Deutsche Telekom, is 
intended to be the vehicle 
for Sprint's international 
strategy . But to judge from 
Global One's Ugh costs and 
slow progr ess so far, Sprint 
may eventually be forced to 
pursue other routes. 
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ABC News sells WTN to 
Associated Press 


ABC News, a subskSaiy of Walt Disney, has sold VNfaridwfcta 
Television News, tha global teJavtelon news agency, to Asso- 
ciated Press Tetevteion. one of its leading rivals. The deal, 
which Is expected to value WTN at about $55m, could lead to 
job tosses because of ot overlap In operations. Associated 

Press won an auction for the agency against Reuters, the 
European financial formation group. 

Under the deal, both Independent Television News, the UK 
company, and Channel Ntoe at Australia, are fikeiy to s «8 thejr 
10 per cent states in WIN. Walt Disney, which holds 80 per 
cent, has the right to enforce a sale. The agreement is Bkafr .. 
to ease a period of intense competition between WTN, Reu- 
ters Television mid APTV, which entered the market In 1994. 
The arrival of AFTV ted to the cutting of marghs as S tried to 
gain market share. ... 

Associated Press, owned by a group of leading American 
newspaper pubBshers, is expected to consolidate the two 
news agencies, which both provide television footage for „• 
broadcasting companies. Reutere also submitted a bid of over 
$50m, according to people famifiar with the negotiations. 
Although Reuters Television ts the leading agency, it was 
interested in acquiring WIN'S faculties management arm. - 
John Gapper, Mecfia Ecfitor - - 


INVESTMENT BANKING 


US name change at DMG 


Deutsche Bank has changed the name of fts US securities 
business from Deutsche Morgan Grenfell to Deutsche Bank. 
Securities, as pot of its plan to eliminate the Deutsche Mor- 
gan Grenfell name, following its previously announced 
restructuring Of its global business. Edward Carter, managing ' 
director and head of investment banking in the Americas, has 
been appointed president and chief executive of Deutsche 
Bank Securities. Barry ADardice is chi off executive of Deutsche 
Barrie in the Americas. DMG Technology Group, run by Frank 
Quattrone on the West Coast, has been renamed Deutsche 
Bank Securities Technology Groups 
Tracy Corrigan, New York 


OIL AND GAS 


Repsol, Amoco in new alliance 


Repaol, the Spanish oil and gas group, plans to take a stake 
in Trinidad gas fields run by Amoco of the US under an afiV- 
ance covering other areas of co-operation in Spain, Latin . 
America and the Caribbean. The Spanish company said It 
aimed to take an initial 10 per cent of Amoco’s participation 
In the oil and natural gas reserves, wRh an option to Increase 
its hokSng to 30 per cent Iberdrola, the Spanish electrical 
utility which has a collaboration pact with Repsol on energy 
projects, might also join the agreement, R added. 

Repsol and Amoco are already partners in a.SIbn project to 
produce liquefied natural gas in Trinidad along with BG and 
other shareholders, using supplies from Amooo's offshore 
fields. The Spanish group has a 20 per cent share in the ven- 
ture. Atlantic LNG, and 40 per cent of the production is due 
to be bought by Enagas, part of Repsol affiUate.Gas Natural. ' 
The two companitfe W&re meanwhile' "actively investigating" 
natural gas opportuiities In BrazS. David White, Madrid 


The engine spluttering back to life 

Cummins is hoping its $1 bn investment is about to bear fruit, writes Peter Marsh 


F or a company whose 
products pack a hefty 
punch, Cummins 
Engine, the world’s biggest 
maker of large diesel 
engines, has proved a disap- 
pointing lightweight when it 
comes to shareholder 
returns. 

However, the Indiana- 
based company has now 
embarked on a bold pro- 
gramme which it hopes win 
put to rest the worries on 
Wan Street about whether it 
can deliver financial results 
to match its engines' fire- 
power. ' 

It is hoping for large 
increases In earnings in the 
next few years from a Him 
investment since the mid- 
1990s on a wholesale revamp 
of its product range, which 
includes a variety of 
machines from mining shov- 
els to pick-up tracks. Fur- 
ther, it Is looking for a pay- 
off from an ambitious series 
of alliances formed in recent 
years with other engine 
makers. 

Last week tt announced a 
joint venture with Komatsu, 
Japan’s biggest maker of 
earthmoving equipment, to 
produce from next year a 
new family al small engines, 
of a type Cummins currently 
does not make. They are 
suited to powering “mini" 
excavators ami otter "com- 
pact" construction 
machines. 

"We are in an era of 
change," says Jim Hender- 
son, chairman and chief 



the world," says Mr Hender- 
son - last year the company 
derived 45 par cent of its 
sales from outside the US. 

As well as ventures in 
China and India and a joint 
programme to make large 
engines for electricity gener- 
ation with Wartsfla of Fin- 
land, Cummins si gnal a deal 
in 1996 with Fiat, the Italian 
automotive group. The com- 
panies are spending |300m 
on a new generation of 
engine s both for Cummins’ 
general sale and for use by 
Fiat’s track, tractor and bus 
subsidiaries. 


Jkn Handoraote sharahotdais w» soon aa remits 


Jason Orton 


executive. “We simply want 
to make the best engines in 
the world." 

But Cummins’ recent 
efforts have left many inves- 
tors unhappy. While net 
earnings of gmawi last year, 
an sales of $5.6bn, wee 32 
per cent above the 9160m in 
1996, they compare poorly 
with the $253m reported in 
1994. The shares have under- 
performed the rest of the 
New York Stock Exchange 
by about 40 per cent since 
1994, reflecting Wall Street's 
dissatisfaction. 

Underlining the company’s 
reputation for being acci- 
dent-prone, Cummins sur- 
prised analysts in the first 
quarter of this year by 

annrmnging a $ 43 tB Charge. 

Hus reflected unexpectedly 
high warranty costs on some 
of its heavy-duty truck 
engines. 

However, the company 

riVnwm oWvtlld 


prevent it increasing earn- 
ings far the year. 

“Cummins, has done a 
remarkable job in grtanrirng 
Its product range through 
the alliance str ate g y hut tt 
ought to be making more 
money " says John McCanty, 
an analyst at Credit Suisse 
First Boston. 

Tobias Levkovidj of Salo- 
mon Smith Barnby says the 
investment community has 
been “disappointed” by the 
company's lhllure to push op 
profits In the past few years, 
while concerns about its 
exposure to the Asian crisis 
and the impact of any down- 
turn in the US truck market 
have also depressed its 
shares. 

Mr Henderson, who 
started at Camming in 1967 
and has had the top job 
since 1994, says profits have 
been hit by the need to step 
up development spending. 

“By around thg md of the 
century half Cummins’ sales 
will come from the new fem- 
mes of engines - which 
should give significantly bet- 
ter perfo rman ce In terms Of 
fuel economy and emis- 
sions,” he says. Mr Hender- 
son expects Cummins to 
turn in “double digit annual 
jmvw*}, tji 1«. in tnpnnrs. 


with earnings above this", 
over the next few years. 

A large amount of Cum- 
mins’ $lbn engine invest- 
ments has gone on new com- 
puter techniques to “tune" 
en gin es to customers’ speci- 
fications to meet defined 
operating procedures - 
about a third of the compa- 
ny's 1,000 or so development 
engineers are software 
experts- 

Mr Henderson also reck- 
ons shareholders will soon 
start to see the results of a 
new corporate structure 
introduced 18 mnnrtwt ago, in 

which the company was split 
up into four business units. 
"This is helping to focus our 
minds on our cu s t o mers." 

The company sells large 
diesels to makers of trucks 
arid buses, construction and 
agricultural equipment and 
ships, ft also makes mgtnes 
for power generation and 
produces filtration and other 
equipment for diesel pow- 
ered machines. 

Cummins’ chairman says 
the company win soon gam 
rewards from alliances 
formed in the 1399s which 
have attempted to spread the 
large costs of engine devel- 
opments. "It is a way for us 
to become, stronger, around } 


A nnual revenues from 
Cummins' joint ven- 
tures - another of 
which is building an ginas for 
Case, the US tractor and con- 
struction machinp maker — 
should double to some flbn 
by the end of the century, 
the company predicts. 

Cummins already sev- 
eral manufacturing and 
development partnerships 
with Komatsu, the first of 
which was signed in 1961- 
Last year it extended the 
a lliance through a project 
based in Japan to research a 
new g eneration of industrial 
engines. 

Ora- the next few years, 
Mr Henderson is innirmg fir 
a modest windfall fr om last 
year’s $1.3bn takeover by 
Caterpillar, the US company 
which is the world’s biggest 
maker of construction 
machines, of Perkins, a UK- 
based rival supplier of diesel 
engines. Perkins is one of 
Cummins’ arch rivals and 
was previously owned by the 
LucasVarity automotive 
parts group. 

Because some makers of 
construction equipment 
Which compete with Cater- 
pillar may he unhappy at 
baying engines from a sup- 
plier controlled by the US 
giant, Cummins' own sales 
could boaefit to the tune of 
op to glOOm a year by early 
next decade, Mr Henderson 
reckons. 

The rash of projects in the 
pipeline have impressed 
Cummins' Wall Street 
watchers - up to a point. Th 
the past the company has 
over p romised and underper- 
formed,” says Charles Har- 
ris. an analyst at CISC 
Oppenh e im e r. the New York 
hank. But he adds: “ft all the 
strategies can be imple- 
mented, the potential could 
.he eoonnous." '■> 
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COMPANIES & FINANCE: ASIA-PACIFIC 


SE CURIT I ES H ONG KONG REGULATOR SAYS BANK ’S BEHAVIOUR AMOUNTED TO MISCONDUCT j 

Morgan Stanley Asia reprimanded j 


By Louise Lucas in Hong Kong 

A public row broke out 
yesterday after the Hong 
Kong securities regulator 
reprimanded Morgan Stanley 
Asia for failing to ensure full 
disclosure over a deal for a 
m a inlan d-backed company. 

While the Securities and 
Futures Commission said 
Morgan Stanley Asia’s fail- 
ure amounted to miscon- 
duct. the US investment 
bank retaliated by saying it 
had met all disclosures 
required by law. 

The SFC has rarely had to 
reprimand an international 
investment bouse, and the 
fact that the incident has 
blown into a public row Is 


also unusual as the SFC con- 
sults the subject of its Inves- 
tigation before delivering its 
findings. 

The row comes on* year 
after the SFC launched its 
investigation into Morgan 
Stanley Asia's role in an 
acquisition and subsequent 
placement by China Ever- 
bright. one of the listed com* 
panles under the acquisitive 
business arm of China's 
State Council 

Widespread speculation 
about the deal sent China 
Everbrlght’s share price 
soaring, by almost 40 per 
cent one day, but the com- 
pany did not snnnunwi the 
deal or the state of negotia- 
tions at that stage. 


Mark Dickens, executive 
director of enforcement for 
the Securities and Futures 
Commission, said Morgan 
Stanley Asia's failure 
“amounted to misconduct 
and impugned its fitness and 
properness to be registered”. 

The US-based investment 
bank hit back at the SFC, 
saying that in its capacity as 
an adviser it was under no 
obligation to make the dis- 
closures itselfl 

The deal at the centre of 
the row has already sparked 
controversy, and prompted 
conciliatory action to be 
taken by directors of China 
Everbright. In June, China 
Everbright (then China 
Everbright IHD-Pacific) 


bought a 20 per cent stake in 
Everbright Bank of China, 
after dispensing share 
options to certain directors. 

News of the acquisition, 
which gave foreign investors 
one of their first opportuni- 
ties to access the tightly reg- 
ulated mainland banking 
sector, sent China Ever- 
bright's share price soaring. 

The share options have 
since been surrendered, with 
the directors acknowledging 
an “unintentional breach” of 
the Hong Kong Stock 
Exchange's listing rules. 

However, the SFCs inves- 
tigation now implicates Mor- 
gan Stanley Asia, which - 
according to the SFC - knew 
the deal to be Imminent but 


failed to ensure China Ever- . 
bright disclosed such infor- 
mation to the public, despite ! 
widespread speculation. j 

‘Morgan Stanley Asia i 
therefore did not fulfil its i 
regulatory responsibility to ! 
ensure that the public was j 
told this information.” the 
SFC said. 

Morgan Stanley Asia, 
insisting it made all the nec- 
essary disclosures, 
responded: “There were no i 
regulatory - guidelines for a 
situation similar to the one 
Morgan Stanley Asia and its 
client were facing. 

“We therefore think it is 
inappropriate for the SFC to 
use disciplinary action to set 
guidelines retrospectively.” 


Shanghai suffers 
as shoppers seek 
sophistication 

Chinese consumers are turning away 
from goods no longer seen as market 
leaders, reports James Harding 


T o many Chinese. “Made 
in Shanghai” was once a 
mark of quality. 
Through the 1960s, 1970s 
and much of the 1980s. 
bridges, radios and washing 
machines made in Shanghai 
and intended for the coun- 
try’s most discerning con- 
sumers were indisputably 
the best brands in China. 

Today they are very much 
second besL Whether it is a 
Hongdeng Red Lantern 
radio, a Jinxing Goldstar 
television set or a Shuixian 
Narcissus washing machin e, 
Shanghai's consumer dura- 
bles have exchanged their 
former lustre and earned 
reputations for boxy, clunky 
designs, hand-me-down tech- 
nology and unreliable after- 
sales service. 

Shanghai's sophisticated 
shoppers these days shun 
locally made goods and 
choose either an imported 
product br.'inore. commonly, 
one of the new domestic 
marques that have emerged 
from provincial China to out- 
shine even their foreign 
rivals. 

Qingdao Haier fridges, 
Wuxi Little Swan washing 
machin es and Sichuan Chan- 
ghong colour TVs, to name 
just a few, have supplanted 
the old Shanghai titans. 

The degeneration of 
Shanghai's flagship brands 
contrasts with the city’s 
renaissance in retailing. 

Shanghai Shangling, an 
electric appliance group, is 
an example of a Shan gh ai 
manufacturer that has fallen 
from grace in recent years. 
Once Shang ling refrigerators 
were among the best known 
in China, but the common 


judgment today is that they 
are noisy and no match for 
the low-cost, high-quality 
products from domestic 
manufacturers Qingdao 
Haier and Guangdong Kelon. 

The fall In Shangling's 
standing with consumers 
has been matched by a slide 
in revenues. The group's 
sales declined from 
RMB4.6bn in 1995 to RMB3bn 
($222m> in 1997. while profits 
slid from R MB 260m to 
RMBlOOm. 

Shangling’s listed vehicle 
for foreign currency share- 
holders has performed even 
worse. The company, which 
represents only a portion of 
the group's business and 
draws up its financial results 
separately, made a loss last 
year. 

Chen Jtmmln, the group's 
general manager, says: "The 
decline In profits and sales 
at Shanghai Strangling must 
in part be blamed on our 
own mistakes. It Is true the 
market is fiercely competi- 
tive, but other Chinese com- 
panies are making money.” 

Those mistakes. Mr Chen 
says, include failure to 
invest in technology that 
would have kept Shangling's 
products in line with rising 
standards In the market 

But the company has also 
neglected the revolution in 
branding and marketing that 
h as changed consumer busi- 
nesses in China. Indeed, 
Shanghai's manufacturers 
have not only yielded space 
in department stores to their 
out-of-town competitors, but 
the street-side hoardings too 
are plastered with adverts 
from companies such as 
Qingdao Haier. while local 



Consumer paradise: Shanghai goods are losing ground against higher-quality durables Fergus WUe 


brand nam es are few and for 
between. 

“Our spending on brand- 
ing. advertising and distribu- 
tion has lagged well behind 
our competitors in the mar- 
ket" says Mr Chen. 

He plans to raise spending 
on advertising this year 
from, the equivalent of 1 per 
cent of. turnover .to 3 per 
cent because “this is - an 
oversupplied market and it 
is important for consumers 
here to get a sense of the 
brand and the company's 
values”. 

Just as costly has been 
Shangling's venture beyond 
its core electric appliance 
business. “We absorbed a lot 
of capital, but we were mis- 
directed." he says. 

“We did not invest in 
sales, distribution, market- 
ing and technology. Instead, 
we followed a policy of diver- 
sification. investing particu- 
larly In real estate, where 
prices have promptly tum- 
bled.” 

The company previously 
planned to build two 24-sto- 
rey blocks in Pudong, Shang- 
hai's overbuilt, underused 


urban development zone. Mr 
Chen, who took over as gen- 
eral manager at the end of 
1996, has modified this “for- 
mer plan" and intends to 
slow construction, gradually 
disentangle the company 
from some of its forays into 
the property market and 
“retrieve some of the capi- 
tal". 

S hanghai Shangling is 
not the only local busi- 
ness to have been lured 
into the property business 
by the promise of quick-fix 
profits, as core businesses 
faced shrinking mar gins and 
soaring rental prices in the 
early 1990s seemed to prom- 
ise healthy returns. 

The government even 
encouraged such diversifica- 
tion. looking in part to local 
business to finance ambi- 
tious plans to turn the for- 
mer mudflats in Pudong into 
a modern financial centre. 

This new focus for Shang- 
hai in the 1990s has, argu- 
ably, led the municipal 
authorities to neglect the 
city’s manufacturing indus- 
tries, focusing instead on the 


development of white collar 
businesses, blinding it to the 
problems of local assembly 
lines caused by the breath- 
less expansion of the econ- 
omy and ‘he surging rates of 
foreign investment. 

At Shanghai Shangling. 
Mr Chen is hoping to turn 
the tide. The company wants 
to reverse its diversification 
strategy, invest more heavily 
in advertising, trim the staff, 
increase spend on new tech- 
nologies. exploit the govern- 
ment's recently renewed 
commitment to the electric 
appliance sector and even 
look at the possibility of 
exports. 

“We are confident that we 
can put an end to the trend. 
Shanghai still has the lead 
over others in terms of man- 
agement and staff," says Mr 
Cben. who promises a sub- 
stantial rise in profits in 
1996. 

To do that and resuscitate 
thB reputation of products 
“Made in Shanghai”, his first 
taak will be to win back the 
affection of Shanghai's own 
demanding breed of shop- 
pers. 


Mazda may join Ford in bid for Kia 


By John Barton hi Seoul 


Jo tors, the bankrupt 
Korean carmaker, said 
■day Ford Motor was 
lering acquisition of a 
[ty stake in a consor- 
with Mazda Motor, 
: Japanese subsidiary, 
Lher investors, 
s creditor banks are 
ted to complete plans 
ty to sell Korea's third- 
st carmaker through 

ititive bidding to for- 
3 r domestic investors, 
dustry ministry said. 


Yoo Chong-ryul, Kia chair- 
man, acknowledged the com- 
pany’s debts of Wonl2,000bn 
($8.6bn) could prove an 
obstacle to Ford or any other 
carmaker taking over Kia. 

Kia has been holding talks 
with Ford on a possible take- 
over bid as the US carmaker 
is the company's largest 
shareholder, with 16.9 per 
cent Ford him said it is con- 
sidering increasing its stake 
in Kia under the right cir- 
cumstances to protect its 
investment 

Kia favours a deal with 


Ford because it would guar- 
antee continued indepen- 
dence and prevent it from 
being absorbed by either of 
two Korean carmakers, 
Hyundai or Samsung. Ford 
would plan to retain the Kia 
brand. Mr Yoo said. 

Any takeover bid would be 
subject to approval by the 
government and Kia’s main 
creditors, which include the 
state-run Korea Develop- 
ment Bank. 

“Ford wants to support us 
in developing an environ- 
mentally friendly model [by 


providing] technology, mar- 
keting and management, 
with the aim of advancing 
into the US and European 
markets together." Mr Yoo 
said. 

He added Ford would pro- 
vide Kia with technology 
and financing, while sharing 
production capacity. 

Mr Yoo warned labour mil- 
itancy at Kia could discour- 
age potential investors. 
“Ford also regards labour 
problems as the most press- 
ing issue Kia has to tackle 
before it invests.” 


More than 10,000 Kia work- 
ers went on strike this week 
over unpaid wages and a 
demand for job guarantees. 

Mr Yoo said a possible 
deal with Ford could be con- 
cluded by the end of the year 
once creditors and the courts 
agreed to a restructuring 
plan that Kia is due to sub- 
mit by the end of July. 

Investments by Ford and 
other new shareholders 
would Increase Kia's capital 
to Wonl.OOObn from 

Won378.7bn and reduce debt 
to two times equity by 2002. 



NESTLE S. A. 

NESTLE SA., Cham and Vevey 

Payment of dividend 

ic herebv given to shareholders that following a resolution of 
mJZo of Shareholders held on May 28, 1998, the 
.Mowing dividend for the business year 1997 will be paid to them as 
om June 3, 1998: 

gross CHF 35-- per share 
ss Swiss federal withholding tax of 35%. 

.. ^H-nds will be paid by bank transfer to the shareholder's 
IL^or bV cheque, in accordance with the instructions received 

om the shareholder- 


Cham and Vevey, May 28, 1998 

.Switzerland 


The Board of Directors 


The Mortgage Bank and Financial 
Administration Agency of the 
Kingdom of Denmark 

( Kangeriga Danmmks Hypotekbank. og Fbunsfanvlming) 

VS. $100,000,000 

Guaranteed Floating Rate Notes due 2005 
unconditionally and irrevocably guaranteed by 

The Kingdom of Denmark 

For the six month interest Period 1 st June, 1998 to 1st December, 
1998 die Notes will carry a Rate of Interest of 5.45 ptT cent, 
per annum, with Coupon Amount of UJs. S138 52 and U.S. 
$2,770.42 per US. $5,000 and US. SllMfiOO Note respectively. 
The relevant Interest Paymenr Date will be 1st December. 1998. 


Bankers Trust 
Company, London 


Agent Bank 


KoGoc AfXafsroM item 
TEb tto BSoldn of 

The United Mexican States 

Collateralized Floating Kate Due 2019 

NQTtCa B HESKBX COVEN INI Iba Inlsnrt mas « o«»“t H* “V ** 1 PW*«i 
Crea Junta, lew k> D uonbtr s, iMem dstsiM w™ 


3ri»w Danlgostkai 
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June a. 1V6B 




Our core business is in electronics, 
automotive, engineering and defense. 

Trading in these industries, we set 
new records in 1997: 

Turnover up 100 % 
to DM 6.6 billion 

Trading result up 200 % 
to DM 295 million 

Net profit up 300 % 
to DM 130 million 

For complete details on our record- 
breaking year, simply contact us. 
We’ll gladly send you the 
Rheinmetall 1997 Annual Report. 

We are prepared to accomplish even 
higher goals in the future. 


Rheinmetall AG • Kennedydamm 17 
Postfach 10 42 61 • D-40033 Dusseldorf 
http-7Avww.meinmetall.com 
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ggPPg ODUeBBS ANALYSTS SUGG EST DISPOSALS COULD SIGNAL BREAK-UP OF UK'S LARGEST CASH AND CARRY BUSINESS 

Booker selling non-core operations 


!**fr is selling its 
I*«I«ieral businesses to con- 
csfitrate on the core cash 

carry and food distribu- 
tion operation*; 

Tfce group - the UK’s larg- 
est cash and carry business 
with about 4fl per cent of the 
market - also warned yester- 
day that trading in the first 
“•weeks was “disappoint- 
tag' 1 . Jonathan Taylor, chair- 
man, said the announcement 
was riot a profits warning. 


adding that the second half 
“should be pretty good". 

The shares closed 44p 
down at 24S‘/ip. 

The sale decision follows a 
strategic review launched in 
March when the board dis- 
missed Charles Bowen as 
chief executive, Mr Taylor 
said Booker planned to 
become a dedicated food dis- 
tribution group - but that it 
was also evaluating offers 
for the food distribution 
business. 

Analysts suggested the 


announcement bad started 
the process towards the pos- 
sible break-up of the group. 
Rather than waiting for the 
management to deliver, 
shareholders might get the 
value out of the business 
early, said one. 

The group said interim 
profits would be lower than 
those achieved in first-half 
1997. It said that trying to 
integrate the 1996 acquisi- 
tion of Niudin & Peacock at 
the same time as restructur- 
ing its own distribution sys- 


tem had caused the decline 
in profits. 

Alan Smith, deputy chair- 
man since March and archi- 
tect of the strategic review, 
said the benefits from reor- 
ganising the cash and carry 
business had started to come 
through, but not as quickly 
as expected. 

Booker is close to conclud- 
ing a deal to sell its interests 
in food and distribution in 
Portugal and Poland to 
Jeronimo Martins, its joint 
venture partner, for £72 -5m 


i$119jn), or twice net book 
value. It is also close to sell- 
ing its 64 per cent stake in 
Agatha Christie, a hangover 
from the 1960s, and its fish 
processing business. 

The Daehnfeldt seeds busi- 
ness and the group's sugar- 
related joint ventures are 
also on the block. 

Mr Taylor said selling the 

Arbor Acres business, which 
supplies poultry breeding 
stock, and Marine Harvest, 
the salmon farming division, 
would be more difficult. The 


sales would be made “at an 
appropriate tune". 

Proceeds from the intitial 
sales will be used to cut 
debt, which stood at £320m 
at the end of last year. The 
group wifi consider return- 
ing cash to shareholders 
from later disposals. 

In March analysts cut fore- 
casts for this year from more 
than ElOOm to £9Qm when 
Booker reported an 18 per 
cent fall in pre-tax profits 
before exceptionals to 

E76.UX1. 


Decaux admits More bid defeat 


The French group battling for its UK rival finally gave up the fight 
as votes mounted for the US suitor 

Andrew Edgedltfe-Jotaisoo cent stake, and just more 


Decaux, the French group 
that invented bus-shelter 
advertising, last night admit- 
ted defeat In its pursuit of its 
UK rival. More Group. 

Its decision to abandon a 
proposed offer came as Clear 
Channel of the US 
announced that it bad con- 
trol of just more than SO per 
cent of More, effectively 
guaranteeing the success of 
its £475m agreed offer. 

Further heavy buying of 
More's shares yesterday 
gave Clear Channel a 46 per 


than 5 per cent of More's 
remaining shareholders have 
accepted the US group's 
£11.10 per share bid. 

Decaux said last night that 
its decision to withdraw its 
indicative £12.20 per share 
proposal meant a Monopolies 
and Mergers Commission 
Investigation was unlikely to 
proceed. It added: “It looks 
like the deal is done. Clearly, 
we are disappointed that we 
haven’t been able to buy 
More. We obviously believe 
that Clear Channel got a 
very good deal." 


The US media group, 
which owns radio and televi- 
sion stations as well as bill- 
board advertising groups in 
the US. is expected to use 
More as a springboard for its 
European media ambitions. 

The Office of Fair Trading 
had referred Decaux to the 
MMC on the grounds that 
Decaux and More together 
control almost 90 per cent of 
the market for providing bus 
shelters to local authorities 
in exchange for advertising 
rights. An MMC Investiga- 
tion could have taken until 
September. 


Decaux’s bid for More 
exacerbated the bitter trad- 
ing rivalry between the two 
groups and was marked by 
name-calling and accusa- 
tions from both sides. 

Decaux, which has spent 
about £4m on the bid. said 
yesterday it would examine 
its strategic options. It could 
choose to pursue a takeover 
of another European outdoor 
advertising group, such as 
the family-owned Wall 
Group in Germany. 

The More takeover will 
make Clear Channel the 
world's largest outdoor 
advertising company, topp- 
ling Decaux from the num- 
ber one position. 
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National Grid 
seeks large 
US acquisition 


By Andrew Tayior, 
Utilities OnespOMfeiit 


National Grid has joined the 
ranks of UK power compa- 
nies seeking a substantial 
US acquisition. The group, 
which operates the EngHsh 
and Welsh transmission net- 
works. said It expected to 
spend more than £lhn. 

The company said it was 
in discussions with several 
potential US acquisitions but 
that “all of the talks are at a 
very early stage". National 
Grid also announced pre-tax 
profits down from £591 .4m to 
£574.8m (3842.7m) in the year 
to the end of March, 
although excluding a 
£l07.im gain on the flotation 
of Energis, its telecommuni- 
cations operation, the 
decline was for steeper. 

PowerGen. Scottish Power 
and British Energy have also 
signalled their intention to 
make acquisitions in the US. 

David Jones, National 
Grid’s chief executive, said 
the company would be 
looking to buy transmission 
and local distribution net- 
works and would sell any 
generating assets. 

Operating profits of 
National Grid’s core trans- 
mission division fell 22 per 
cent to £519m t£665.7m) 
reflecting a one-off real price 
cut of 20 per cent imposed by 
the regulator to compensate 
for higher-than-expected. ear- 
lier profit increases. 

Price cuts of 4 per cent 
above the prevailing rate of 


infla tion are to be imposed 
in each of the next three 
years. 

Operating profits from the 
group's other activities fell 
to £14£m I£l6.5m) reflecting 
higher business development 
costs including the cost of an 
the group’s abortive bid for 
the Victoria transmission 
buslnesess in Aust ralia. 

Group operating profits 
fell to £542J2m (£661. 9m) on 
turnover of £l.52bn (£l.37bn). 

National Grid returned 
£768.6m to shareholders 
through a special dividend of 
44.7p and share consolida- 
tion announced last Novem- 
ber, It also issued a £46om 
convertible bond. Net debt 
as a result rose to £1.46bn 
(£847m) representing gearing 
of 165 per cent (61 per cent). 

The company retains a 74 
per cent stake, with 49 per 
cent of the votes, in Energis, 
which it floated at 29Qp a 
share in December. Energis 
shares yesterday rose 35p to 
905p, valuing National Grid's 
stake at more than £L9im. 
The telecoms group had 
reduced operating losses last 
year of £33£m (£54. lm). 

National Grid's earnings 
per share, including the 
exceptional profit for the 
sale of the Energis stake 
rose to 26. Ip (24-3p). 
Adjusted to exclude the gain, 
they fell from 24.3p to I9.8p. 
A recommended final divi- 
dend of 7.24p makes a total 
of 12.07p (11.1%). 

Lex, Page 14 


COMMENT 

Booker 


Booker 



If only investors in Booker 
could be like readers of Book- 
er-shortlisted novels and 
derive pleasure from sus- 
pense and angst. Hie latter 
was piled on yesterday with 
a warning of a bloody first 
half. This again postpones 
hopes of profit improvements 
derived from the intermina- 
ble “Heartland" logistics 
project and the integration of 
Nurdln & Peacock. But sus- 
pense comes even more into 
play as attention focuses on 
Booker’s break-up value. The 
starting point is extremely 
low: an enterprise value or 
£l.lbn assuming net debt of 
£500m. This for a group with 1997 sales of £5.3bn. While 
disposals should realise at least £250m, the crucial sums 
relate to food wholesaling and food services. Valuing the 
latter at 15 times 1998 net profit forecasts gives £180m. That 
means yesterday's closing price was factoring in less than 
£700m for wholesaling - with sales of nearly £4bn and 
operating profits of £70m-£S0m. No wonder financial buyers 
are circling. This one could easily follow Dalgety off the face 
of the earth, hopefully bringing shareholders a little cheer 
along the way. 

Sober Siebe 

Siebe hit a raw nerve with its saber assessment of world 
markets and an accelerated restructuring that smacked of 
battening down the hatches. But a near 10 per cent foil in 
the engineering group's shares to £13.60 looks overdone, 
even though a £4 jump since January invited profit-taking. It 
is, of course, rare for Siebe not to beat expectations. But 
yesterday's downgrades of 1998-99 forecasts to about £550m 
sets the scene for that to be remedied. Disappointment 
stemmed from the smallest of the three divisions, industrial 
equipment, and chief executive Allen Yurko is refocusing it 
with appropriate ruthlessness. Disposals should reap £250m- 
£300m reducing pro forma net debt to less than £900m That 
reflects half a dozen acquisitions, costing almost £l-2bn, over 
the past 18 months. With core operating margins in the high 
teens, improvements at purchases such as APV and Euroth- 
erm hold the key to continued double digit earnings growth. 
So cranking up integration provisions looks sensible. Yester- 
day’s fall virtually wiped out Siebe's premium to the market. 
As the action being taken should increase resilience, the 
shares look relatively well cushioned. 


Wolseley spends 
$Illm on US buys 


By Jonathan Guthrie 


Wolseley, the building 
materials company, is spend- 
ing $lllm on three acquisi- 
tions to bolster its position 
in the fragmented US mar- 
ket 

In the largest purchase, 
Carolina Holdings. Wolse- 
ley*s US timber holding com- 
pany, has bought Stock 
Lumber for $93m in cash, 
and taken on $7m debt. 
Steve Webster, group 


finance director of Wolseley, 
said Stock Lumber was the 
dominant building timber 
company in Wisconsin. 
Stock Lumber made pre-tax 
profits of $15.8m on sales of 
*175m in 1997. 

Wolseley has also bought 
Forward Enterprises, a mid- 
west distributor of stainless 
steel fittings, for $6.5m. The 
Pennsylvania-based heating, 
ventilation and air condi- 
tioning business of Tozour 
Energy cost another $4-6m. 


Anglo American Corporation 

of South Africa Limited 

IlKflTpir-iiiiJ in Ihc RqiuMic m South Arrtca 

ComjvJnv R119 .niiuli Nv <11 iplNtfc, 

u A difficult year for commodities compounded by events in south cast Ash, 
but good progress made with restructuring and simplifying the group into focused, dedicated 
companies positional for growth and enhanced shareholder value." 

Julian Ogilvie Thompson 
Chairman 


Audited results for the year ended 31 March 1998 

Highlights 

•Headline earnings up 1,4% to R5 013 million (2 123 cents per share) 
•Total dividend increased by 5% to 735 cents per share (K3 733 million) 
•New investments of R4 639 million 

Contribution to headline earnings 




Corporate 

services 7,6ft (-0,4%! 

Financial 

services 11,0ft <9,4ft) 

Industry and 
commerce 
19.8ft (20.1ft) 

Base metals and 
other mining 2,5ft (3,4**) 

Platinum 5,5ft (4,2ft) 


Mining finance 
17,0ft (20,0 ft) 



hv. Gold 5.7ft (12.7ft) 


Diamonds 2U% (21,4ft) 


Coal 9,3ft (9,2ft) 



Registered office; 
44 Main Street 
Johannesburg 2001 

2 June 199S 


Notice of dividend 

Dividend No. 124 rtf 565 cents per share has been declared payable 
on Friday, 24 July 1998 to shareholders registered at the dose of 
busing on Friday, 19 June 1998. The register of member s will be 
dosed from Saturday, 20 June 1998 to Saturday, 27 June 1998 
inclusive. 

The full conditions relating to the dividend may be inspected at the 
Johannesburg and London offices of the Corporation and 
at the offices of iU transfer suaetorks. 

77ie annual report and chairman's statement mil trpmtnf to sharehohlcK an 
or ahntt 29 fune 199$. Copies of lie Corjvrution's preliminary mnmument 
arc aadlabk from the Corporation's Jafsxmwsh/is mat London offices. 

The results are available on the Internet on 
http://wwrw.aac.co.za 


London office: 
19 Charterhouse Street 
London EC1N6QP 






This is not an offer to sell nor a solicitation of offers to buy any of these securities . 
This offer is made only by the Prospectus. 


April 24, 1998 


2,760,000 Shares 




DA CONSULTING 
GROUI} INC. 


Common Stock 


Price $14‘/2 Per Share 


Copies of die Prospectus may be obtained wuhm an? State from am 
UnderuTuer who may lawfully offer these Stamms uidun such State . 


William Blair & Company 


Robert W. Baird & Co, 

Incorporated 

Pennsylvania Merchant Group Ltd 


Banc America Robertson Stephens 
Lehman Brothers 

NationsBanc Montgomery Securities LLC 


BT Alex- Brown 

Incorporated 


Adams, Harkness & Hill, Inc. 
£ VEREN Securities, Inc. 
Jefferies & Company, Inc. 
Parker/Huoter 

Incorporated 

Sanders Morris Mundy 


J.C. Bradford & Co* 


Donaldson, Lufkin & Jenrette 

Securities Cotporatkn 

Morgan Stanley Dean Witter 
Salomon Smith Barney 
Dam Rauscher Wessels 

A Dfvirioa of Obiu Rauscher Incorp orat ed 

First of Michigan Corporation 


Needham & Company, Inc* Pacific Crest Securities Inc. 

The Robinson-Humphiey Company 


Southwest Securities 


Wheat First Union 

A Dtvwtoa of WTieat first Securities, Inc. 
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Vodafone sees 
30% surge in 
mobile phones 



Sr Ernest Harrison (left), chshnan, with Chris Gent; most 
in terna tional Seances have gone QavWAhmed 


By Virginia Harsh 


The number of mobile phone 
subscribers in the UK will 
grow by more than 30 per 
cent this year to reach one 
in five of the population. 
Vodafone, the UK's largest 
operator predicted yester- 
day. 

Chris Gent, chief execu- 
tive. said the group expected 
penetration would rise from 
16 per cent last year to about 
21 per cent and would rise to 
more than half the popula- 
tion by 2006. 

The group now believed 
penetration would reach 
over SO per cent in all the 
developed countries where it 
operated. 

“Finland will get there 
this year and Sweden is not 
far behind." he said. 

His comments came as 
Vodafone unveiled a 21 per 
cent increase in pre-tax prof- 
its to £650m (fl.07bn) on 
sales ■ up 41 per cent at 
£2.47bn (£1.75bn). The 

results, for the year to. 
March 31, were ahead of 
expectations, and mast ana- 
lysts increased their profits 
forecasts for the current 
year. 

The shares rose 25p, or 3.6 
per cent, to a high of 7i3p, 
up from about 200p three 
years ago. 

ABN Amro Hoare Govett 
is predicting pre-tax profits 
of £850m this time, with 
about £300m expected to 
come from international 
operations. 


A more than sixfold 
increase in profits from 
international activities to 
Ciam (£18m) was the main 
reason for a 27 per cmd rise 
in operating profits to 
E686m. 

Mr Gent said all European 
operations were now profit- 
able apart from Germany. 
E-Plus Mobflftmk, the coun- 
try's third cellular operator 
in which Vodafone has a 17.2 
per cent stake, would con- 
tinue to incur start-up losses 
and absorb cash this year. 

He said that apart. from in 
Africa, most of the interna- 
tional licences worth bid ding 
far had gone and that future 
overseas expansion was 
therefore more likely to 
come -from acquisitions. 

Capital expenditure would 
he about £7D0rn this year, up 
from £492m. Close to half 
would be spent in the UK, 
where there was a need to 
invest in extra - capacity to 
keep up with growth. 

The UK business ended 
the year with more than 
3.4m customers after con- 
necting S63.000 new subscrib- 
ers, enabling the group to 
retain market leadership 
with a 38 (39) per emit share. 
Despite several price cuts, 
average revenue per cus- 
tomer was unchanged at 
£427 because of extra 
usage. 

Earnings per share were 
up 15 per cent at 13.63p 
(lL89p) and a final dividend 
of 2JJ2p makes a total of 
&53p, up 15 per cent 
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Korea International Merchant Bank 

ImmMd Uxbt&r* in the Krp&tfic of tewm] 

US$30,000,000 

Negotiable United States Dollars 
Floating Rate Certificates of Deposit due Nov 1999 

accordance whfa ihe provisions of the Certificates of Deposit, wxoc 
hereby given that for ihe period from 29/5/98 to 30/3 /98 ihe 
a nfic«^ai «uy “ Interna Raieof 6.2125% per amwmcatotaioi 
i a principal amount of: 

USS7.98 1 -34 per Certificate of US$250,000 

Standard Sr Chartered 

Standard Chartered Bank 

As Reference Agent . 
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COMPANIES & FINANCE: UK 


ENGINEERING GROUP WILL SPEND MORE THAN E100M OVER NEXT TWO YEARSJ0 ACCELERATE RESTRUCTURING 


Siebe warns of job losses in cost-cutting plan 


fy Andrew EdgacflfffrJolman 


Siebe, the leading light of 
the TJK engineering indus- 
try, warned yesterday that 
tougher global economic 
conditions would farce it to 
cat 4,000 jobs and accelerate 
cost savings. 

The news caught investors 
off-guard, knocking Siebe's 
shares from £15.03 to £13-60 
and sending a shudder 
through other engineering 
and electronics stocks. 

ADen Yurio, chi»f execu- 


tive, said 2,000 jobs would 
disappear from the 50,000- 
strong workforce, and that a 
further 2,000 would be 
moved from the US and 
Europe to cheaper manufac- 
turing locations such as 
Mexico and Malaysia. 

He added: “The relative 
strength of the dollar and 
the pound was a wake-up 
call. We received that 
wake-op call and we are up 
and running and responding 
to it" 

Siebe will spend about 


£l00m over the next two 
years to accelerate its 
restructuring. It expects this 
to generate annual benefits 
of £60m. 

“People will ask why a 
company with record operat- 
ing profits is expanding its 
restructuring plans now. 
You don’t wait in this indus- 
try. It is a never-ending case 
of new technologies replac- 
ing old technologies,” said 
Mr Yurko. 

The company also put 
businesses with £200m of 


sales and £20m of operating 
profits up for sale. These 
include North Safety Prod- 
ucts. an industrial safety 
business, and Pinner Coma- 
te). an electrical connector 
group. 

Analysts were surprised 
that Siebe. which had been 
sanguine about turbulence 
in south-east Asia, signalled 
that it was shifting invest- 
ment from the region 
towards Russia, eastern 
Europe. China and Latin 
America. 


By 2000. 40 per cent or Un- 
group's manufacturing 
capacity would be in coun- 
tries with labour costs of 
less than $3 an hour, com- 
pared with 30 per cent ai 
present 

Mr Yurkn also revealed 
that flat prices for the com- 
modities it bought were 
making it difficult to 
increase prices tu its own 
customers. 

The results for the year to 
April showed strong profit 
growth, however, with pre- 


tax profits up 15 ikt rent tn 
Mfifim on a 22 per cent 
advance in sales to Eo.tiTbn. 
including £737m from acqui- 
sitions. 

The full- year dividend 
increased by in per cent to 
hi.3p. as earnings per share 
rose 15 per cent to 62p. 

The advances came mainly 
from lemiieratun 1 and appli- 
ance controls, .ind the con- 
trol s\sienis division The 
strong pound knocked 
Eis.-im frum ill)* translation 
of pre-tax profits. 


to return £300m 


R-R owners’ hopes fade 


Thames 

By Andrew Taylor 


Thames Water plans to 
return about £30Ctm (9492m) 
to shareholders in a capital 
restructuring designed to 
avoid the tax penalties of a 
buy-back. 

Britain's largest water 
company plans to reduce its 
equity by 8 per cent through 
an issue and rep u rc hase of B 
shares. The scheme, 
designed to reduce the com- 
pany’s cost of capital ahead 
of the forthcoming regula- 
tory price review, will 
reduce shareholders funds to 
£L$5im (£2J5bnat the end of 


March)- The restr u c tu ring 
will also increase net debt to 
H.38bn (£1.08bn). 

Ian Byatt, director general 
of Ofwat the industry regula- 
tor, is expected to claw back 
higher than expected cost 
saving by water companies 
by imposing a large one-off 
price cut in 2000. 

Thames the proposed 
return to shareholders was 
equivalent to 79p a share. 

Pre-tax profits for the year 
to March 31, aided by a net 
£lL7m from the release of 
provisions, rose to £418.6m 
(£371 .8m). 

£39 Dm. Pre-tax profits of 


non regulated business rose 
by 46 per cent to £42£m 
helped a doubling in interna- 
tional profits to £7.6m 

(taem) 

Interest charges rose to 
£74m (£57m) reflecting the 
impart of previous balance 
sheet restructuring, higher 
investment and to finance 
the windfall tax. which cost 

the mmpHWy CHIm 

The shares rose 3p to £9.97. 
They were helped by news 
that the group's contract to 
manage the water system in 
east Jakarta had been rein- 
stated following the political 
uncertainty in Indonesia. 


By Roger Taylor, Peter Norman 
and John Griffiths 

The prospects of a 
British-backed bid for 
Rolls-Royce Motor Cars 
faded yesterday after Vick- 
ers. the engineering group 
which is selling the luxury 
carmaker, wiii* clear tbat it 
would be hard to give seri- 
ous consideration to such an 
offer. 

Vickers shareholders will 
vote this Friday on compet- 
ing bids for Rolls-Royce from 
Volkswagen and BMW of 
Germany. A number of 
wealthy Rolls-Royce owners 


are hoping to put a higher 
offer to Vickers before then 
in an attempt to prevent 
Rolls-Royce falling into for- 
eign hands. 

However Vickers warned 
that new bids would be 
expected tu mutch the cer- 
tainty of the recommended 
£430m iS7U5m) bid from YW. 
Any offer from the 
Rolls-Royce owners would 
almost certainly have to be 
conditional as they huvp not 
yet done due diligence. 

Vickers added that the 
agreement with VW. which 
allows for the price to be 

adjusted to reflect changes 


m storks and investment, 
was expected to yield a final 
price price of £-lti0-£17<lm. 
Also, if shareholders rejected 
both the German offers, the 
sale process would tv held 
up by up tn four months. 

Ferdinand Piirh, V\\"s 
chairman, underlined bis 
determination tu move into 
the luxury car market hy 
telling the Silddiniischc Zei 
lung that Skoda. VWs Creeh 
subsidiary, had been onlered 
to develop an eight cylinder 
luxury cur comparable with 
Audi’s, VWs subsidiary, top 
of tl>e mnge AS model. 


C (» For haute couture 
you go to Paris . 

And for asset 
management ? / / 


T o Geneva, of course. Its Private Bankers have developed 
made-to-measure asset management into an art. Unique 
investment expertise and a global perspective have estab- 
lished their worldwide reputation for capital growth,., 
a reputation they have ably defended for 200 years. 






Geneva's Private Bankers 

LIBERTY • INDEPENDENCE • RESPONSIBILITY 


In Geneva: 


BORDIER&Cie 

(1844) - 


DARIER HENTSCH&Ge 

(1796) 


LOMBARD ODIER&Cie 

(1798) 


MIRABAUD & Cie 

(1819) 


PICTET & Cie 

(1805) 
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TECHNOLOGY & MANAGEMENT 


INTERNET ELECTRONIC COMMERCE 



JOHN W. HUNT 

ADVISES 


Two-speed 


How to survive the 
mid-career crisis 


digital 


economy 


The onset of middle age and changing 
attitudes to work often lead to depression. 
But they can be dealt with positively 


Dear Professor Hunt, 
l am a research scientist with 
a major supermarket chain. 
My wife tells me I am going 
through a mid-career crisis 
and that I toUl get over it 
However. I do get very 
depressed and wonder if 
anyone really understands 
what I am going through. 


Prof Hunt replies; 

Your wife may well be right 
“Mid-career crisis” is the 
term used to refer to the 
time in a person's life when 
the consequences of their 
career choice - and its 
implications - begin to dawn 
oo them. The timing of the 
crisis means all attendant 
feelings inevitably become 
lied up with concerns about 
the onset or middle age. 

My research indicates that 
the critical time for the 
mid-career crisis is between 
the ages of 38 and 43, when 
one-third or men and women 
in executive positions 
become disillusioned with 
the whole concept of a 
career. They feel trapped. 

The realisation that they are 
ageing weighs ever heavier. 
Typically, they become 
depressed. Unlike previous 
bouts though, this 
depression persists. 
Sometimes it finds 
expression in a range of 
psychosomatic disorders. 

For a man. the crisis may 
happen at a time when his 
partner and children are 
embarking on their own 
exciting career adventures. 

He may require the support 
of his Tamily to help get him 
through, but there may not 
be a great deal available, as 
discussions about failure sit 
ill amid general enthusiasm 
about others’ careers, others’ 
futures. 

In the case of women, the 
onset is affected by whether 
or not they have withdrawn 
from the workforce, 
temporarily or permanently, 
in order to have children. 
Those women who left work I 


and subsequently returned 
tend to suffer from the crisis 
later, more often in their 
mid-40s. in some cases the 
depression is worsened by 
the fact that their choice of 
career was based on a desire 
for liberation from 
domesticity. Years down the 
line they may discover that 
the freedoms they had as 
mothers and supporters 
have been lost - and for 
what? An income of their 
own and a periodically 
interesting job? 

For highly autonomous 
creative specialists, outside 
the general management 
hierarchy, the crisis is 
triggered by the realisation 
that their expertise has 
locked them into a career 
from which they cannot 
escape. What was once 
exciting becomes terrifyingly 
predictable. A high instance 
of suicide among such 
specialists in their mid-30 
has been noted. 

Manic-depressive 
behaviour, characterised by 
emotional highs and lows, is 
symptomatic of their 
problem. They blame the 
organisation - the way the 
walk is structured or 
measured or the way 
resources are managed. 

Their solution is to try to 
change the organisation and 
it is their frenetic behaviour 
— endless analysis and 
proposed solutions - which 
begin to irritate others. 

The second form of 
mid-career crisis identified 
occurs in those people 
motivated by power - 
typically the middle 
manager. To achieve their 
ambitions they must move 
up the hierarchy. However, 
as they get closer to the top 
the rate of progression 
decreases and the risk of 
disappointment increases. 
The psychological condition 
most frequently associated 
with mid-life crisis for such 
people is paranoia - a belief 
that colleagues, especially 
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peers, are out to get them. 

These managers become 
inactive, inert even, 
convinced that the problem 
has nothing to do with them. 
Little by little their work 
begins to decline. They 
concentrate more and more 
on their own problems. 
Physical disorders such as 
colds, bad backs, tennis 
elbows, headaches and old 
rugby injuries preocc u p y 
them. And, rather like the 
Ancient Mariner, they 
construct a sad story of their 
career to date which is 
repeated to anyone who win 
listen Th e distinguishing 
feature of this story is that 
they are the victim, not the 
hero. 

Research shows that about 
6 per cent of cases are 
permanently damaged by the 
experience of the mid-career 
crisis. They play the victim 
role, psychologically dying 
in the process. If they 
survive to retirement, their 
average life expectancy is 
only a further 13 months to 
two years. Once achievers 
have given in, the 
experience is that they 
decline rapidly. 

For such victims, the most 
successful treatment may be 
compulsory redundancy. 
Declaring a person's position 
redundant, giving htm or her 
a sizeable lump of money 
a nd asking them to leave 
forces people to confront the 
reality of their situation. 
Take away the 

o rganisations l supports and 
more cases recover than if 
an approach of gentle 
persuasion were attempted - 
but this is a tough human 
I resource practice to enforce. 

Ike good news is that the 
majority of people who 
experience mid-career crisis 
I recover. They adjust their 
priorities. They recognise 
that there are other goals in 
life, most of which are mare 
: important and more 
fulfilling than careerism. In 
short, they mellow. 

To conclude then, if you 
feel you are suffering from 
mid-career crisis, there are a 
number of things you should 
do. Do not rely on your 
employer to solve your 
problems: your career is 
your affair. Develop 
sporting, cultural and social 
interests outside work. 
Develop with your partner a 
life plan to ensure you are 
constantly learning and 
renewing yourself. Avoid the 
seductive luxury of adopting 
the role of the victim. Avoid 
telling your story repeatedly: 
it drives away the very 
people you need. Finally, 
invest time with your family 
and friends. In the final 
analysis they are all that 
matter. 


Some sectors are 
likely to outstrip 
others, argues 

Paul Taylor 


P By popular 
consensus, Christmas 
marked a watershed 
for consumer-based elec- 
tronic commerce, at least in 
the US. Suddenly it seemed 
that internet access had 
reached critical wimk , fuel- 
ling an explosion of interest 
in buying goods and services 
over the web. 

Fast-paced start-ups like 
CDnow, which sells CDs 
over the net, and Ama- 
zon.com, the internet book- 
store. blazed the trail but 
have been quickly followed 
by more conventional retail- 
ers desperate to hold an to 
customers and to ride the 
next marketing wave. 

In a handful of sectors, 
inrlnriin g- book and music 
retailing, computer hard- 
ware and software, travel 
and financial services, pur- 
chasing over the internet 
has grown rapidly during 
the past year, prompting a 
lively debate about whether 
buslness-to-business or 
business-t< wymRnmgr trans- 
actions will drive market 
growth faster. 

So far the consumer mar- 
ket has captured most head- 
lines. Dell Computer, for 
example, generates of 
more than $Sm a day from 
its web sites, up from $lm a 
day less than a year ago. 

In financial services, 
nearly half the trades exe- 
cuted by Charles Schwab, 
America's largest discount 
brokerage house, were con- 
ducted online during the 
first three months of this 
year compared with one- 
third in the same period of 
1997. Nearly 5m people 
traded stocks via the inter- 
net last year. The number is 
forecast to reach lQm-16m by 
2000 . 

In the travel industry, 
independent travel agents 


handled 80 per cent of US 
airline reservations two 
years ago. Today their share 
is down to 52 per cent as 
airlines deal directly with 
travellers over the telephone 
or via web sites. 

These success stories have 
prompted other retailers to 
jump online. “People in busi- 
ness read these stories and 
say T want a piece of that','' 
says Jim Barksdale, Net- 
scape n flwmnn^t i nmt 1 Chief 
executive. They have also 
led to optimistic forecasts 
about the growth of 
consumer-based e-commerce. 

Forrester Research, the 
Massachusetts IT consul- 
tancy, estimates flat mare 
than 20m Americans will 
spend money o nlin e this 
year and that US consumers 
investing and shopping 



©-question 


•Which has 
better prospects, 
buskiess-to-business or 
business-to-consumer?' 


onlin e win jump from 5 per 
cent of the population to 10 
per cent by the end of 1998- 

Datamonitor, the research 
firm, has estimated that 
even in Europe, which lags 
the US in household PC pen- 
etration and in internet sub- 
scribers, online retail shop- 
ping will grow from $l0Bm 
last year to $4.65bn by 2002. 

Yet most companies with 
web sites still use them only 
as marketing tools. There is 
a growing consensus that 
business-to-buslness com- 
merce will be much more 
important than consumer- 
based e-commerce, at least 
in the short term. 

The US Commerce Depart- 
ment's recent report. The 
Emerging Digital Economy , 
notes: “Internet commerce is 
growing fastest among busi- 


nesses. It is being used for 
co-ordination between the 
purchasing operations of a 
company and its suppliers; 
the logistics planners in a 
company and the transporta- 
tion companies that ware- 
house and move its produce; 
the sales organisations «nd 
the wholesalers or retailers 
that sell its products; and 
the consumer services and 
maintainence operations and 
the company's final custom- 
ers." 

Traditional electronic data 
interchange (EDI) service 
providers like GE Informa- 
tion Services confirm that 
low-cost web-based EDI 
services are extending the 
reach of traditional 
proprietary -based EDI 
systems and enabling 
smaller suppliers to adopt 
electronic trading. 

Robin Duke-Wooiley, an 
analyst with Schema, the 
London-based IT consul- 
tancy, estimates that during 
the next five years compa- 
nies offering ©commerce ser- 
vices in Europe will jump 
from 250,000 to 3m and that 
e-commerce vriD account far 
nearly 25 per cent of their 
revenues. But he also 
believes that the volume of 
busmess-to-busmess transac- 
tions will be 10 times hi gher 
than business-to-co us tuner 
deals. 

There are' several ^reasons 
why analysts - - believe ' 
business-to-buslness e-com- 
merce will grow faster than 


consumer-based e-commerce. 
These H><»inde lingering con- 
sumer concerns about the 
security of internet-based 
transactions, bandwidth con- 
straints, and more funda- 
mental issues like the rela- 
tively low penetration of 
internet-enabled home PCs 
outside tiie US. 

Another reason is that 
w hile the volume of consum- 
er-based ©commerce has 
grown rapidly in some mar- 
kets, the value of these 
transactions is often quite 
low - too low to justify the 
heavy costs of establishing 
e nd maintaining transaction- 
based web sites. 

The volume of transac- 
tions and their value are two 
quite different things,” notes 
Larry Hirst general man- 
ager of International Busi- 
ness Machine's banking, 
finance and securities Euro- 
pean business. 

Some analysts believe 
growth of ©commerce is 
already slowing as compa- 
nies realise that the difficul- 
ties ami costs of setting up a 
consumer-orientated 
e-commerce system have 
been underestimated. 

International Data Corpo- 
ration, the IT market ana- 
lyst estimates that large 
companies spent, an average 
of $600,000 to set up 
e-commerce sites last year. It 
.notes In a recent report that 
the complexities and costs of 
running an online store are 
higher than many busi- 


nesses expect, with, “hidden 
costs". 

Ovum, the UR TF consul- 
tancy. argues that existing 
web users will not ganoaie 
the predicted rates of 
e-commerce growth end. that 
growth will have to come 
from new users. .' 

Building and wurinbdH+p^ 
a loyal customer base may 
a ten challenge the consume© 
orientated ©commerce pio- 
neers. Unlike the physical 
world, where there Is ream 
for millions of shops each 
with its local customer base, 
on the internet the customer 
is only one dick away from, 
any other web site. 

These uncertainties sug- 
gest that fixture development 
globally may be patchy, - 

Most IT consultantsufia© 
cast a surge of business-to- 
buslness e-commerce activ- 
ity across the board. Fries 
Waterhouse, in its recently 
released annual technology 
forecast, estimates that 
business-to-buainess 
e-commerce doubled every 
six months between 1996 and 
1997 and will accelerate to 
double every four months 
this year. 

By 2002 Price Waterhouse 
estimates that the value of 
goods and services traded on 
tiie web will be $434bn - of 
this, PW suggests, only 
$94bn will be consume: pur- 
chases.^ .. 


This is the third in a weekly 
series. "• 



LOUISE KEHOE 

EAGLE EYE 


Heading for the speedway 


The next generation of internet traffic will move at varying speeds over the network 




John IK Hunt is Professor of 
Organisational Behaviour at 
London Business School and 
a consultant to private and 
public sector clients. This 
column a pp ears fortnightly. 


Forget “the internet". Think 
of it as just one of the uses 
of the wires, optical fibres, 
cables and satellite links 
that form global 
communications networks. 
This is the way of the fiiture: 
a convergence of voice, data 
and video communica tions 
services over networks of 
varying speeds and levels of 
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TENDER NO: 77/3535 



Mobarakeh Steel Company intends to purchase 3500 M/ton graphite powder 
with the following - specification: 


CHEMICAL COMPONENT 


CJix: 

Volatiles: Type 0.4% Size: 3mm (Min 88%) 

Humidity: Type 02% 

Ash: Type 0.45 % 

S: Type 0.7% 

Interested bidders may obtain a set of bidding documents by the submission 
of a written application and payment of non-refundable fee of USD500, in 
favour of Mobarakeh Steel Company, through Bank Markazi Iran account 
no. 138. All bids must be delivered to below office on or before 30.7.98: 


Min 99% 


P: 

Size: 


Type 0J2% 

3mm (Min 88%) 


MOBARAKEH STEEL COMPANY 
15 KMS SOUTH WEST OF MOBARAKEH 
PO BOX 167 ESFAHAN IRAN 

RAW MATERIAL AND ENERGY PURCHASING DEPARTMENT 

FAX: 0098 31 327512 & 324324 
TEL: 0098 3355 3707 


MOBARAKEH STEEL COMPANY 


reliability, all sharing the 
same transport routes. 

To a significant degree, 
this is already the way it 
works. Internet services 
piggyback on telephone Hiw« 
or TV cable networks. 
Increasingly, telephony 
services are relayed via the 
internet Before long, it may 
be difficult to differentiate 
one from another - whether 
in business or technical 
terms. 

For years industry pundits 
have been predicting the 
“convergence” of the 
computing, consumer 
j electronics and 
j communications industries. 

. Now it is happening, but in 
ways that few had 
anticipated. 

On the front lines are the 
companies that build 
common! cations equipment 
- the exchanges of the 
telephony networks and the 
routers of the data networks. 
Lucent, the former 
equipment arm of AT&T, is 
applying technologies 
developed in the telephony 
world to data networks. At 
the same time, data 
networking industry leaders 
such as Cisco Systems are 
encroaching on 
telecommunications. 

Behind them stand the 
internet service providers, 
telephone services and TV 
cable network operators 
which are all preparing to 
compete for the roles of 
“carriers" of 

communications traffic - j 
voice, data or video. 

The implications for 
consumers and business 
users are huge. Today, on 
the Internet all traffic is 
equal. There are no Ferraris 
or banged-up old Fords; 
every data packet travels at 
the same unpredictable 
speed. The next generation 
of networking equipment - 
drawing upon technologies 
developed far telephony - 
promises priority speedways 
for those willing to pay for 
pr emium services, enabling 
them to bypass congested 


internet bottlenecks. On the 
future internet they may 
know you are a dog. 


It strikes home when your 
12-year-old tells how she has 
responded to a salacious 
©mail: "I’m only 13. leave 
me alone." Children pretend 
to be older when they are 
online, but they are naive 
enough to believe that 
adding one year win make 
them seem less vulnerable. 

It is time for action on the 
growing problem of offensive 
junk e-mail, or “spam” as it 
is often called. E-mafl users 
are fed up with the daily 
dose of “opportunities” and 
"excitement” that these 
unsolicited messages 
promise. It is worse still that 
children are subjected to tt. 

Proposed US legislation, 
which passed the Senate last 
month, would force junk 
©mailers to identify 
themselves and to ensure 
that consumers were 
removed from their mailing 
lists upon request 

Yet even before the 
“anti-spam bill" goes to the 
House of Representatives, it 
is stirring controversy cm 
the web. where same groups 
are attempting to organise 
an international protest 
They feel the proposed 
legislation does not go for 
enough. The “opt-out” 
approach, requiring 
consumers to ask that their 
addresses be removed from 
lists, legitimises spamming, 
critics argue. Instead, 
commercial ©mail ahnnM he 
banned unless it is 
specifically invited by 
consumers, they contend. 

The Forum for 
Responsible and Ethical 
E-mail (Free), also maintains 
that spammers could re main 
virtually anonymous, under 
the provisions of the bill, by 
using Post Office Box 
addresses and phono 
numbers for which callers 
incur charges. However, 
free-speech groups such as 


the Center for Democracy 
and Technology, praise the 
bill for narrowly targeting 
spam without threatening 
free speech. 

Neither side is addressing 
the core of the problem. 
Spam is proliferating 
because it Is profitable. The 
only way to put a real 
damper on offensive junk 
©mail is to make it more 
expensive to distribute. 

Currently, spammers are 
getting a free ride on the 
internet at the expense of 
other users. AOL and other 
internet service providers 
(ISPs) are bong forced to 
expand the capacity of their 
networks to handle this 
traffic. These costs are 
passed on to consumers. 

Since it is problematic to 
identify spammers - one 
man’s junk ©man is another 
nran’s opportunity - the 
only viable solution is to 
charge everybody for ©mail 
services according to the 
volume of ©mail they send. 

For example, the first few 
hundred ©mails sent from 
an account each month 
might be free. After that, 
each ©mail sent would incur 
a charge. As ISPs move to 
offer differentiated levels of 
service, the volume of e-mail 
before charges are imposed 
could be among the terms. 

Of course, there are 
drawbacks. Mass ©mailers 
who distribute materials 
that consumers want to 

receive - news updates, 
newsletters and the like - 
might find themselves faring 
higher casts. Moreover, some 
may regard measuring the 
volume of their ©mail 
activity as an Invasion of 
privacy. 

However, “pay-per-use" 
schemes are well established 
in other forms of 
communication, so why 
should internet ©mall be 
different? The answer dates 
back to when the internet as 
a co mmunic ations system 
for academics and is no 
longer tenahle. 

In the absence of economic 


“market forces", regulation 
may be inevitable. Far better 
if ISPs were to adopt a 
scheme that imposed 
charges on the heaviest 
users of ©mail. ISPS might 
prefer not to have the task of 
metering ©mail traffic and 
biffin g users, but ultimately 
they would benefit from 
lower costs if junk ©mail 
volumes declined. 
Alternatively, they might 
find themselves profiting 

from such a scheme. 

However, those services that . 
became recognised aa 
conduits for junk ©mail 
might lose favour quickly 
with other users who Could 
simply block their messages. 

Consumers, accustomed to 
“free” ©mail, may balk at 
the prospect of paying to 
send messages. However, 
pay-per-use schemes geared 
to avoid charging the 
average user would be less 
unpalatable, especially if 
they promised to reduce the 
“scourge of spam”. 

It should not require an 
edict from the US 
government or any other 
legislative body to solve the 
problem of junk ©man. If a 
few of the largest ISPs were 
to set an example, others 
would surely follow. 

Measures such as those 
before Congress could serve 
to bolster the industry's 
efforts without creating a 
new regulatory regime. 

tf oversight is needed, 
jPflk ©mail should he a 
matter for urgent 
consideration by the new 
international internet 
“governance” committee, 
when it is established. 
Although the primary 
responsibilities of this group 
win have to do with web 
domain name registration, it 
Is worth noting that e -mail 
re ma ins by far the more- 
widespread application of 
the internet, despite the’ * 
growth of the web. 

Stare your views in die 


on the FT web site 
(ujuna.FT.com) or contact 
Louise Kehoe by e-mail on 

toutsetaFT.com 
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Europe gets no lead from Wall St l 1 


SYNTHETIC EURO RATES 


By Marita Dickson, 
FhfiKWEd&DT 

Trans-European equity 
indices rose modestly yester- 
day in lacklustre tradin g 
that showed no overall 
trend. Markets had little lead 
from Wall Street and 
remained concerned about 
the volatile Asian situation. 

The FTSE Eurotop 300 
index closed up 3.8 points at 
1231J28, while the Eurotop 
100 index ended &40 ahead at 
2*20.31- 

The Ebloc ioo index, 
which tracks companies 
domiciled in states joining 

Eunitop 300 Etrottoc 

Mex 


European nuBiotw y union in 
the first wave, rose 5*9 to 
1*35*9. 

In the Government bond 
market, German bonds, 
likely to form the bench- 
mark far much of the yield 
curve after the launch of the 
euro, closed generally 
hi g h er. Hie yield on the 10- 
year was quoted late at 
around 103*1, up 0*9 from 
the previous session, for a 

yield of 4*5, down from 4*6. 
Traders attributed the 
advance to a drift to quality 
from Asian and east Euro- 
pean markets. 

Food producers put in the 
strongest performance of the 
day, rising 2.31 per cent. 


Danone was up Ecu 7 at Ecu 
25091. Nestte rose Ecu 65.20 
to Ecu 2.005*3, while Uni- 
levs- was Ecu 1*0 ahead at 
Ecu 73.75. 

Household goods and tex- 
tiles rose 2*5 per cent, with 
L'Oreal up Ecu 18* at Ecu 
468*8, and Henkel Ecu 4*0 
higher at Ecu 86*1. 

Pharmaceuticals ended 
0.7D ps cent lows, in spite 
of Monday's news of a 
merger between American 
Home Products and Mon- 
santo. 

Paps and packaging, by 
contrast, was given a boost 
by news that Stars of Swe- 
den and Enso of Finland 
plan to merge. The sector 


eDded 1.09 ps cent higher as 
analysts speculated ou the 
nest takeover candidates. 

Stora was suspended, but 
UPM-Kymmene rose Ecu 0-70 
to Ecu 26*6 while BIC was 
up Ecu 1*0 at Ecu 71.13. 

Telecoms finished 1.76 
ahead. France Telecom was 
up Ecu 3 at Ecu 53.71, which 
dealers put down to general 
foreign interest in the 
French market, while Tele- 
f&nica was Ecu 0.60 ahead at 
Ecu 41.11 on hopes that it 
would reach agreement with 
the Spanish government on 
how much to bill customers 
for local calls. Vodafone of 
the UK rase Ecu 0.40 to Ecu 
10*5 after good results. 
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INTERNATIONAL CAPITAL MARKETS 


Profit-taking takes toll in Europe 


k 

( 


GOVERNMBIT BONDS 


By Jeremy Grant n London and 
John Labate In New York 


Profit-taking took its toll 
yesterday on European mar- 
kets, which ended mixed 
after equities staged modest 
comebacks and investors 
looked in vain Tor significant 
fresh news from Asia. 

German bund futures in 
Frankfurt fell back from 
all-time highs shortly after 
the open, while UK gilts 
Came under selling pressure 
after the 10 -year yield 
dropped to a 30-year low. On 
Monday, gilt futures hit an 
all-time high. 

In Australia, traders noted 
heavy activity with bands 
falling as hopes or a cut in 
Interest rates were hit by a 
renewed slide in the Austra- 
lian dollar, to 12 -year lows. 

Analysts said further bad 
news from Asia could put 
bonds back on an upward 


track, but the markets were 
increasingly focusing on Fri- 
day’s release of payroll data 
in the US, and on the out- 
come or a possible meeting 
of G? deputy finance minis- 
ters In Paris next week. 

“There's still room for 
more bad news and commod- 
ity prices to come under 
pressure but we have these 
key events, and they have 
the potential to see interven- 
tion on dollar/yen. which 
would hit all bond markets.” 
said James Mitchell, senior 
market strategist at 
Nomura. 

Emerging market inves- 
tors’ nerves steadied slightly 
on hopes for a stabilisation 
package for Russia, where 
the stock market managed a 
12 per cent rise. 

US TREASURIES were 
little changed in quiet, early 
trading. Early in the after- 
noon, the benchmark 30-year 
bond was A higher at KM*, 
yielding 5.802 per cent 


Shorter-term issues also 
made modest gains. The two- 
year note rose & to 998. 
yielding 5.533 per cent, while 
the 19-year note also climbed 
£ to 1008, yielding 5£G3 per 

cent. 

The latest sign of strength 
in the housing market barely 
shifted prices. The US Com- 
merce Department reported 
that new-home sales in April 
reached a record high, led by 
rises in the south. Home 
sales for other regions were 
down 4.3 per cent, according 
to economists at Merrill 
Lynch. Today, new figures 
on housing completions are 
expected. 

Separately, the Conference 
Board said its index of lead- 
ing indicators rose 0.1 per 
cent in April, following a 02 
per cent increase in March. 

In GERMAN BUNDS, the 
June future swept to a 
record high of 10&34 in early 
trading after a holiday on 
Monday. The contract then 


retreated somewhat to settle 
at 108.10, against Friday’s 
Frankfurt dose of 107.94. 

Traders said bunds were 
supported at the short end of 
the yield curve by continued 
flight-to-quality interest as 
equity markets remained 
weak in tone. 

On the home front, inves- 
tors will be looking to Thurs- 
day’s release of German 
gross domestic product data 
for further stimulus. 

Economists said there was 
likely to be some nervous- 
ness over the possibility of a 
relatively strong growth fig- 
ure, although it was unlikely 
to rattle investors too much 
given continued data show- 
ing low German inflation. 

Any further upward move- 
ment. however, would 
depend on the performance 
of US Treasuries, some trad- 
ers said. 

“I think it’s very much 
driven by T-bonds, which are 
capped at 122 . Before that 


target is taken out, I think 
there's a slim chance that 
bunds will proceed to new 
highs," said Thomas Knabel, 
head of bond sales at BHF- 

Bank in Frankfurt 

UK GILT futures paid 
little heed to news that con- 
sumer borrowing had weak- 
ened. preferring to lock in a 
correction downwards alter 
the previous day’s high. 

British consumer credit 
rose by £866m in April, the 
smallest increase since Sep- 
tember last year and down 
from a £L4bn rise in March, 
the Bank of En gla n d said. 

That was seen as handing 
ammunition to advocates of 
no change in interest rates 
ahead of the Bank's mone- 
tary policy meeting, which 
ends on Thursday. 

The benchmark September 
10-year future settled 0.17 
lower at 110.01 after trading 
in a 0.71 point range in vol- 
ume of 16,000 contracts 
traded. 


Fannie Mae in 
seven-year deal 


New international bond issues 


Amount C ou pon Price Matefey Fees 


IN71ERNAT10NAL BONDS 
By Edward Luce 


Fannie Mae, the US 
mortgage financer. will 
today open up the latest 
stage of its benchmark pro- 
gramme with a $3.5bn seven- 
year bond. 

However, the offering, 
which means Fannie Mae 
now has benchmark jumbos 
in three, five, seven and 10 
years, comes at a sticky time 
in the dollar-denominated 
sector, which has seen some 
spread-widening in recent 
weeks. 

Officials at Fannie Mae 
said the bond would be 
priced at 20 to 21 basis 
points over the 2005 US Trea- 
sury. This represented a 


spread of more like 27 or 28 
basis points over the five- 
year US Treasury, the usual 
benchmark for seven-year 
dollar bonds. 

“This looks a little on the 
generous side,” said a bond 
dealer in London. “But Fan- 
nie Mae is sticking to its 
commitment to issue a 
benchmark every month, 
whatever the conditions.” 

The global offering will be 
led by J.P. Morgan. Merrill 
Lynch and Goldman Sadis. 

LAFARGE, the France- 
based construction company, 
provided a rare European 
corporate offering in the 
euro-denominated market 
with a E500m Issue. 

The eight-year bond, 
priced at 40 basis points over 
the OAT-Ecu benchmark. 
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S&P cuts 
Thames 
Water 
rating 


By Jeremy feant 
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will help refinance the com- 
pany’s acquisition last year 
of Redland. The issue, lead- 
managed by Paribas, is also 
designed as a strategic offer- 
ing to bring In pan-European 
investors. 


“We don’t expect an ava- 
lanche of European corpo- 
rates in euros but there will 
be many more as the year 
progresses." said an offldaL 
NationsBank, the US hank 
recently merged with Bank 


of America, made its annual 
trip to the eurobond market 
with an 3800m offering. 

The deal was increased 
from an initially planned 
$500m after strong demand 
from investors. 


Standard & Poor's, the 
rating agency, has lowered 
the long-term debt ratings of 
Thames Water from AA to 
AA- and Its core utility sub- 
sidiary. Thames Water Utili- 
ties. to AA from AA+. 

The move reflected a deci- 
sion by the UK’s largest 
water company, announced 
yesterday, to restructure its 
balance sheet through a 
£3 00m share buy-back 
scheme. Its short-term debt 
rating was unaffected. 

S&P said that Thames' 
debt service protection mea- 
sures were expected to dete- 
riorate over the next two 
years as the buy-back was to 
be finan ced through addi- 
tional borrowings. 

The proportion of its debt 
to total capital was seen ris- 
ing from 38 per cent cur- 
rently to 44 par emit by 2000. 

“This weakening of 
Thames' financial profile, 
coupled with what is expec- 
ted to he a harsher regula- 
tory and political climato for 
UK water and sewerage com- 
panies past the next price 
review in 1999, has led Stan- 
dard & Poor’s to believe that 
an adjustment to Thames’ 
long-term ratings is appro- 
priate at this stage.” the 
agency said. 

Ofwat, the UK water regu- 
lator. Is expected next year 
to decide new price limits for 
water companies to take 
effect in 2000. Same analysts 
suggest water tariffs could 
be cut by up to 20 per cent 

S&P said that Thames still 
has a “strong business pro- 
file" stemming from a solid 
customer b ase 

The company was also 
supported by robust cash 
flow and sufficient back-up 
liquidity in the form of com- 
mitted hank lings, S&P said. 


CBOT may 
adopt DTB 

trade system 


By MMd Taft in Chicago 
and Edward Luce in London 


The Chicago Board of Trade, 
the largest futures exchange 
in the world, is- considering 
ad opting the electronic trad- 
ing system developed by 
Deutsche TerminbOrse, the 
German derivatives 
exchange. 

The DTB's success in 
buffeting up trading in the 
bund future has triggered 
significant reforms at the 
London International Finan- 
cial Futures and Options 
Exchange. 

Pat Arbor. CBOT chair- 
man. said that no decision 
bad been made, but he 
expected the matter to be 
resolved fairly shortly. 

At present, the CBOT has 
its own electronic trading 
system. Project A, used only 
for after-hours trading. 

Project A terminals have 
been established in various 
US cities and in London. The 
system handled about 6m 
contracts last year and this 
is expected to increase sig- 
nificantly in 1998. 

However, under an agree- 
ment readied this year, the 
CBOT and Eurex - the Ger- 
man -Swiss exchange that 
will emerge from the merger 
between the DTB and the 
Schweizer Borse - are due to 
create a strategic alliance, 
allowing members of both to 
trade each other’s products. 

The first phase of the 
agreement, which is due to 
be operational by the final 
quarter of 1998, calls for “a 

wrmmnn gl obal 

tions network” for Project A 

anil Eurex. 

In March, the exchanges 
said th e «im at wife stage 
was far Project A users to 
“be able to emulate the 


Eurex screen on Project- A ' 
workstations”. This would 
be followed by a second.'. 

phase, due to be operational- 
in raid-1999, when Project; AV 
and Eurex users would.be--; 
able to access both nmtfeejs- -- 
from a single screen. . .. 

All orders routed to GBGt ” 
members would stiff be axe- 

cuted via the conventional' : , 
trading floor during regujqi^ 
Chicago trading. hours.. ' j'&.T 

However, according to; Mr 
Arbor, debate Is centring od 
“whether to use the DTBJfc- 
run the system or whether - 
to integrate” the two dec---:' 
tronic trading platforms, . ., 

Although both are trade-- ' 
matching systems. Project A 
works an an algorithmic sys- 
tem: the DTB’s on a first in, 
first out basis. 

Mr Arbor added that one.. ; 
of the issues was whether : 
options functionality could 
be developed within the 
DTB's system. 

From the outset, the CB0T-. 
has argued that the Eurex 
allian ce would help bring 
down costs, and that sharing ... 
a network with Eurex would' 
cut “considerably” the 
almost $3,000 a month 
expense of a Project A term!- •• 
nal in London. 

Hie DTB’s dectronic sys-; 
tem has full authorisation 
from the Commodity - 
Futures Trading Commis- 
sion in the US, where the 
DTB has 13 institutional ’■ 
members. 

“It would make a lot of 
sense for the CBOT to use * 
the DTB system because 
there is no point . in re- -<. 
inventing the wheel.” said a : ■ 

F rankf urt b anking nffifflal. 

The DTB is understood to 
be keen to persuade the 
CBOT. to adopt its screen- " . 
trading system. . ' 
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By Simoq Kuper 

The yen rebounded on 
reports that the Group of 
Seven industrialised nations 
would ride in to save the 
currency next week. Most 
Asian currencies also recov- 
ered from their sharp fang 
on Monday. If the reports are 
true, G7 deputies will dis- 
cuss foreign exchange moves 
and the Russian crisis 
around international meet- 
ings in Paris next Tuesday 
and Wednesday. 

Some In the market t.htnir 
the G7 will agree to Inter- 
vene in the market to sup- 
port the yen. However, few 
foreign exchange strategists 
believe the G7 will manag e 
to buoy ft for long. The dol- 
lar yesterday dropped Y0.8 
a g ain st the yen to close in 
London at Y13&8, but the US 
currency's next target is 
seen as Y142, the high it hit 
In June 199L The dollar has 
strong technical support at 


about Y138.4. 

Hie yen rallied Y0.5 
against the D-Mark to 
Y77.92. DoHar/D-Marfe dosed 
at dml. 782, within its recent 
narrow range. 

The pressure on the rouble 
eased after reports that 
industrialised natwno would 
put together a package to 
support the fla gging Russian 
economy. 

■ The G7 deputies in Paris 
next week win be catching 
the start of the football 
World Cup rather Qian sav- 
ing the yen, most currency 
strategists believe. Michael 
Rosenberg, global head of 
fixed income research at 
Merrill Lynch in New York, 
pointed out that Robert 
Rubin, the US treasury sec- 
retary, has already made it 

■ POUND IN NEW YORK 
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dear that he supports a 
strong dollar. At the last G7 
meetings, in the UK last 
month, the US refused to 
join Japan in threatening 
intervention for the yen. 
Yesterday Eisuke Sakald- 
bara, the senior Japanese 
finance ministry official 
once known as “Mr Yen", 

said the market determined 
the 'exchange rate. 

Avinash Persaud, global 
head of currency research at 
J J. Morgan in London, said: 
“Intervention to support the 
yen while the Bank of Japan 
appears to have a bias to 
ease interest rates further 
and the Federal Reserve has 
a bias to restraint is bound 
to fafL Central bankers are 
never keen to lose credibility 
through mm intervention." 
Philippa Malzngren. cur- 
rency strategist at Bankers 
Trust In London, said she 
had gathered that the G7 
next week would focus far 
more on Russia's situation 
than on the yen. 

Gerard Lyons, chie f econo- 


D-Maric 



mist at DKB International in 
T en don, is rare in h<n belief 
that the G7 mi ght do some- 
thing si gnificant for the yen. 
He noted that since the 
group met In May the cur- 
rency has fallen sharply, 
worsening the crisis in other 
Asian fmanciqi markets. Mr 
Lyons dted the continuing 
risk that a fall in the yen 
would prompt China to 
devalue the yuan, a move 


that could set off new deval- 
uations ail over Asia. 

Mr Rosenberg and Marc 
Chandler, senior currency 
economist at Deutsche Mor- 
gan Grenfell in New York, 
are prepared to accept that 
the dollar might sag briefly 
until the GT meeting is over. 
Mr Rosenberg said Merrill's 
quarterly survey of global 
investors showed they are 
ho lding far more dollars in 
their portfolios than their 
own guidelines suggest they 
should. They were therefore 
keen to buy more yen. par- 
ticularly since Y140 is a psy- 
chological barrier for the 
dollar, and a level at which 
Japan might intervene uni- 
laterally. Mr Rosenberg fbre- 

■ OTHER CURRENCIES 
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saw the dollar dropping back 
to Y135 or Y136 before inves- 
tors bought back the cur- 
rency and took it to “Y150. 
YlfiO or even higher". 


■ Tbe pound is still overval- 
ued by about 25 per cent 
against the D-Mark, even 
though it has fallen 20 pigs 
in the last two months, 
according to a study by tbe 
Institute for International 
Economics in Washington. It 
says the pound's sustainable 
level a gains t the D-Mark in 
the medium term is between 
DM2.10 and DM2.50. 

What gives the study addi- 
tional force is the identity of 
its authors, Simon Wren- 
Lewis and Rebecca Driver. 
Before the pound joined the 
European exchange-rate 
mechanism in 1990. Mr 
Wren-Lewis argued that its 
entry level of DM2.95 was 
unsustainable. Sterling is 
expected to join European 
monetary union in the next 
few years at about DM2.fin to 
the D-Mark. 
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Egypt sprays rice crops with poison 


By Mark Huband in Cairo 


Armed Egyptian troops are 
overseeing the use of chemi- 
cal weed killers to destroy 
rice seedlings the govern- 
ment says have been ille- 
gally planted. 

For the past two weeks, 
the Egyptian government 
has been destroying rice 
nurseries in areas it has not 
designated for rice growing. 

The move has been trig- 
gered by a policy designed to 
save 3bn cubic metres of 
water a year by limiting rice 
production, introducing less 
water-intensive varieties and 


forcing fanners to shift to 
corn production. 

Current rice production 
absorbs 12bn cubic metres of 
Egypt's Nile water - 20 per 
cent of the country's total 
quota, according to the 1959 
agreement with Sudan. 

Up to 800 farms in the Qal- 
yubfa governorate north of 
Cairo have been visited by 
government officials 
guarded by troops. The offi- 
cials have sprayed the seed- 
lings with a non-selective 
herbicide, Basta 20 SL. 

Wadi el-Nil Company for 
Agricultural Development, 
which produces the weed 


killer under licence from the 
Agrevon agricultural subsid- 
iary of Hoechst, was con- 
cerned to learn the product 
was being used to kill crops 
in fields from which drain- 
age water will seep into the 
irrigation system. 

"No tests have been made 
an the residual affect of 
Basta 20 when it is allowed 
to spread in irrigation 
water,” Shebata Abdel 
Khalek, marketing manager, 
said. 

Late yesterday one local 
governor agreed to curtail 
the use of chemicals follow- 
ing a demand by Nadia Malt- 


ram Obeid, the environment 
minister, who bad not been 
informed that chemicals 
were bring used. 

Farmers have so far been 
meeting the arrival of the 

troops and officials without 
resistance. But on the 
troops' departure they have 
been flooding the nurseries 
with fresh irrigation water 
to wash away the herbicide. 

“The farmers don't trust 
the government on the 
water,” said Mourad el- 
Essawi who grows rice on 
land north of Cairo. "For 10 
years I have been planting 
rice and it hasn't affected 


the water supply. The gov- 
ernment tells us every yean 
don't plant rice. But every 
year everybody does it" 

Rice production can earn 
formers three times the 
profit of com. 

“These farmers are grow- 
ing rice through encroach- 
ment," said Abderahman 
Sbalabi, under-secretary at 
the Ministry of Public Works 
and Water Resources, which 
has encouraged crop destruc- 
tion as a way of increasing 
Egypt's water supply. "They 
are fined every year. If we 
don't enforce the law. the 
problem win be aggravated." 


pressure 


Rio Tinto gives green 
light for Hail Creek 


Kemtett Gooding, 
Mining Corespon de nt 


Rio Tinto. the world's 
biggest mining group, has 
surprised rivals and analysts 
by giving the go-ahead for a 
coal mine at Hail Creek, cen- 
tral Queensland. Australia, 
at a cost of some A$400m 
(US$246m>. 

Development of Hail Creek 
has been mooted in the Aus- 
tralian coal industry for 
nearly 20 years and approval 
comes at a time when prices 
are low and the industry is 
only marginally profitable. 

Competitors said Rio Tin- 
to's move would affect the 
entire A 59 bn coal export 
market " There will be addi- 


tional pressure on costs and 
possibly on prices.” said an 
official at Broken HUl Pro- 
prietary, Australia's biggest 
coal producer. 

Nevertheless, Leigh Clif- 
ford, chief executive of Rio 
Tinto's energy group, bailed 
the move as "a vote of confi- 
dence in the future of the 
Australian coal industry". 

This also surprised some 
analysts, who pointed out 
that Rio Tinto was 
embroiled in a sometimes 
bitter and protracted dispute 
with unions over its 
attempts to improve produc- 
tivity and profitability at its 
coal operations in New 
South Wales. 

However, at the annual 


meeting last month. Bob 
Wilson, Rio Unto chairman, 
said that although the pace 
of change at the New South 
Wales mines was slower 
than elsewhere, “progress 
has now begun and seems to 
have gained momentum". 

Hail Creek is a joint ven- 
ture between Rio Tinto, with 
SQ per cent and two Japa- 
nese groups, Marubeni with 
5.33 per cent, and Sumitomo, 
2.67 per cent Discussions are 
“well advanced” for Nippon 
Steel to take an equity stake. 

Hie open cut mine will 
provide up to 5.5m tonnes a 
year of hard coking coal for 
the export market, with 
shipments scheduled to 
begin in 2000. 



Bob WBaoK 'Progress has gained momentum’ 


About 850 direct jobs will 
be created and annual export 
earnings at full capacity will 
be roughly A$350m. 

Nick Hatch, analyst at 
Flemings Global Mining 


Group, said: “On this basis 
we would expect profits of 
Hall Creek to be of the order 
of A$20m-AS30m, which is 
about l per cent of [Rio's] 
expected earnings in 2000." 


N Sea oil operators warn of slowdown 


By Robert Corzkia 


Operators of oil fields In the 
UK sector of the North Sea 
yesterday warned of a possi- 
ble sharp fall-off in explora- 
tion and appraisal drilling 
by the end of the year if the 
government raises offshore 
taxes. They said such a 
development would affect 
production levels in the UK 


The warning came as the 
UK Offshore Operator's 
Association, the trade group 
representing the 36 compa- 
nies that explore for and pro- 
duce oil and gas in UK 
waters, issued a new study 
supporting their view that 
higher offshore taxes would 
damage the competitiveness 
of the offshore industry. 

The UK is often cited as 


having one of the world's 
most generous tax regimes 
for developing offshore oil 
and gas discoveries. But the 
latest stody suggests the 
attractiveness of exploring 
in the UK diminish!*! sub- 
stantially when “full-cycle 
project costs" were com- 
pared with those of six other 
mature oil producing coun- 
tries. 


The study, prepared by 
Petroconsultants of Geneva, 
said the UK’s relatively high 
cost base and low probability 
of making a large discovery 
require an offsetting “low 
government tax take" to 
ensure steady investment 
The UK oil industry has 
been lobbying in recent 
weeks to persuade the gov- 
ernment to back down from 


its intention to squeeze more 
taxes out or the sector. 

Oilmen said low oil prices 
have reinforced their mes- 
sage that the industry has 
“no spare taxable caparity”. 

A government consulta- 
tion document detailing two 
alternative tax proposals 
was due to have been pub- 
lished in mid-April but has 
yet to emerge. 


Metal prices were under 
pressure on the London 
Metal Exchange, with specu- 
I lative trades pushing most 
contracts lower. 

The slide was led by cop- 
per, which ended the session 
down £22 at £1,662, even 
though traders in the physi- 
cal market said the premium 
remained steady. 

Alumini um was unable to 
hold above $1,350 and fin- 
ished the day down $S at 
$1,347. The contract felt fur- 
ther pressure from reports 
that Russian productivity is 
rising and instead of being 
absorbed domestically Is 
being released for export 
because of the downturn in 
the Russian economy. 

Nickel fell to a 4%-year 
low, down $70 to $4,650. 

On Liffe, cocoa, stabilised 
after early weakness and 
most contracts ended higher. 
The front-month contracts 
each ended up £3, with July 
at £1,095 a tonne and Sep- 
tember at £1418. 

Oil prices were range- 
bound as traders awaited the 
latest weekly inventory fig- 
ures from the US. 

London's bellwether 
futures contract - Brent 
Blend for July delivery - 
was $1425 a barrel in late 
trading on the International 
Petroleum Exchange, up two 
cents on Monday's dose. 

Traders are keen to see 
whether US stocks, which 
have recently risen to levels 
last seen five years ago, are 
declining In response to high 
refinery runs. 

Oil markets are also 
focused on possible further 
production cute by the 
Organisation of Petroleum 
Exporting Countries: But 
many traders say a -widely 
expected 500,000 barrel a day 
reduction by Opec is already 
factored into prices. 
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A USTRALIA 

BHP sells Hunter Valley 
coal mine to Glencore 



BHP has sold the Mt Owen thermal coal mine to the Hunter • 
Vafleyr^usfaste. to Glencore, the Switzoriand-based trading 
nrcRjn far AS13flm (US$85m). The purchase gives Glencore 

EL *SEZ2L a y^of 1t»n™icoa(rtata4*«0.a 

tonne of production, compared with AS1Q0 a tonne cf annual 
□roduction for a typical new mine. 

Ffemrias estimates BHP spent A$300m to AS350m op Mt 
OmtbShad written it down to touflNy A* 1 **! * ' 

there would be no material loss on the sala. Neither shod* . 
there be any impact on BHP's earnings. Kenneth Goodng 


GREECE 


Perlite producer expands 


SBver & Baryte Mining Ores, Greece’s biggest mining cork 
party, has paid DM65 5m (S37m) to acquire 87.6 per cantor - 
Otavl Miner, a German partite producer with mines on the 
Aegean island of Matas and a processing plant m Spain. Otavi 
was controlled by Cookson Matthey Ceramics of the IRC 
Sliver & Baryte, the world's largest perlite producer, 
diversifying its sources of perlite and bentonite, it alrea dy . 
exports 900,000 tonnes a year of perlite and bentonite from ■ 
its own mines on Metos. it acquired partite mines in Turkey, 
Sardinia and China and took over a state-owned bentonite 
mine an Georgia this year. Kerfa Hope, Athens 


India, Bangladesh crops fail 


Jute harvests to India and Bangladesh, the world's largest 
producers, will be 30 to 35 per cent lower in the 1998r99-see- 
son (July to June) because farmers have switched to paddy 
and ofl seeds for better returns. 

-Farmers to India and Bangladesh paid a very heavy price 
far producing bumper crops in 1 997-98. They sold Jute, at ; . 
prices that didn't cover costs. For the major part of the- sea- 
son to India, jute was traded at well below the statutory mini- . 
mum prices," said an Indian Jute Balers Association official. 

Sushi! Kariwala, analyst said India farmers received an " 
average price of Rp680 a quintal of Juts In the current season, 
against Rp1,0l3 last year and Rpl.433 in 1995-96. According 
to a survey by the DBA, sowing is over to the main Jute grow- 
ing areas of India. 

The weather is extremely favourable for the Jute crop, 
which needs alternate rain and sunshine. The standing crop to 
in good shape and if the monsoon is normal, as has been 
predicted, the 1998-99 crop will be 7.5m bales against nearly 
10m bales this time," said the UBA. 

S. K. Bhadtacharya, director-general of the India Jurte MJBs 
Association, said, -India jute crops will not be less than 8m 
bales next season In spite of the shrinkage of land. The - 
weather to ensuring Improvement to productivity and quality of 
jute." 

According to trade officials, Bangladesh wfll harvest a crop 
of 4,5m bales to 1998-99, down 30 per cent on the current- 
season's production of 6.5m bales. Kurtal Bose, Calcutta 
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ACROSS 

1 Check culture's back in 
control (8) 

5 Take in to the sailors’ ball 
<© 

10 Sniffy about a Trojan 
leader (5) 

11 £1.50 in a lot of shorn as a 
result of freeze (9) 

12 Indigestion results from 
days off consuming soft 
drink (9) 

13 Died among the dregs of 
th e dty (5) 

14 Hairdresser with vast quan- 
tities of gold (6) 

15 Novelist at head of danger- 
ous mob (7) 

W Giving birth to reformer 
(Genevan leader! (7) 

20 wild and free in the capita] 
<fi) 

22 Female in the block In need 

of exerdse (5) 

24 Sacred box with lines about 
Tries! as King* (9) 

25 Keep wine to the dty (9) 

26 Conclusion or origin of 
witch (5) 

27 Fond of ugly woman carry- 
tog the can (6) 

28 Religious figure getting 
ogted, played the fool ® 


3 Secret Identity behind LSE, 
corrupt, giving tits to rela- 
tives (is) 

4 Enter Qsrki, . gr inding tnoth 
(7) 

6 Bunk beds Belaqua made a 
meal of (6,3,6) 

7 Emulate Cicero for rero 
charge (5) 

8 Rail minister's heart put 
tnto raillery (8) 

9 Red Indian nhiefe, naked 
and earthy <© 

16 Plunder equipment to bar 
with no alcohol 0) 

17 In the dock, reserving right 
U) be riawinind (g) 

19 Organ concerto's beginning 
to upset the waiter (6) 

20 Blended malt - out to pro- 
duce racial blend (7) 

21 Cross heart of bashful new- 
ly-wed (6) 

23 Financial reserves in the 
carnival parade (5) 
Solution 9,697 
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DOWN 

1 They're shot In boats by 
coppers during surprise 
attacks (6) 

2 Final course perhaps, to 

Alpine drumming? (5,4) 
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LONDON STOCK EXCHANGE 


Footsie makes little progress ahead of key data 


MAim 

By Steve Thompson, 

UK Stock Market Editor 

UK stocks drifted aimlessly 
for much of yesterday's ses- 
sion before clambering back 
into positive ground in mid- 
afternoon after Wall Street 

came in strongly. 

But the early strength in 
New York, where the Dow 
Jones Industrial Average put 
on SO points, failed to last or 
to attract many supporters 
to London stocks. 

Dealers said the big insti- 
tutions remained reluctant 
to trade in any substantial 


size ahead of the week's two 
important economic news 

items: the meeting of the 
Bank of England's monetary 
policy committee, which 
starts this morning, and Fri- 
day’s US non-farm payroll 
report for May. 

Rather unconvincing per- 
formances from Wall Street 
overnight and horn the big 
Aslan markets early yester- 
day saw London shares slip 
at the start of trading and 
remain in negative territory 
for much of the session. 

There was no real support 
for equities from a weary- 

looklng gDts market which 
fell away in spite of better- 


than-expected consumer 
credit data for April, show- 
ing personal lending at less 
than £900 tn, compared with 
a forecast of £l.lbn. 

At the close, the FTSE 100 
index was 4.4 up at 5.826.0. 
after a low of 5,809.9. 

The two junior FTSE indi- 
ces also spent much of the 
session in negative territory. 
The FTSE 250 settled 1.3 
down at 5,897.6 while the 

FTSE Small Cap finished just 
0.7 up at 3,762.5. 

Turnover at 6pm was an 
unspectacular 83&3m shares. 

The day was not without 
excitement. Rail track deliv- 
ered another excellent per- 


formance, ahead of an expec- 
ted Commons announcement 

this afternoon by John Pres- 
cott, the deputy prime minis- 
ter, of the go-ahead for the 
Channel Tunnel rail link. 

And there were reports 
that investors were switch- 
ing between sectors. The 

strategy team at Goldman 
Sachs, the investment bank, 
revised its recommended sec- 
tor strategy for the UK. 

Goldman’s team reduced 
weightings in banks and 
increased weightings in capi- 
tal goods, basic industries 
and consumer areas, citing 
Its view that there was a 
substantial risk that sterling 


would weaken further. “If it 
were to fall towards the 
DM2.60 level our currency 
team is targeting, the produ- 
cing side of the economy 
could see a reversal of the 
negative trends in naming s 
expectations that have domi- 
nated performance for most 
of the past year." 

On banks, Goldman said: 

“We believe that lack of 
action on bank consolidation 
in the UK could see the 
recent underperformance of 
the sector extended." 

Meanwhile, the strategy 
team at Credit Suisse First 
Boston said: “While no 
major markets will emerge 


FISEfl0^h»e.index: 


Turnover 

• • i«a 


unscathed If the Dow falls 
sharply, relative valuations 
should cushion the UK. Gilt 

valuations are at a 10 -year 
high relative to Treasuries, 
while UK equities are valued 
as lowly against the US as 
during the UK recession of 
the early 1990 b." 

CSFB pointed to a shift in 
market leadership tn recent 
months towards the more 
cyclical sectors, with a key 
feature being the retreat 
from the defensive sectors 
which dominated in 1997. 

"With interest rates now 
close to a peak, we see little 
a ttrac tion in defensives," the 
CSFB team said. 
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Royals 
in late 
surge 

cSiPMijSjfflSoR iT - 

By Peter Joha and Martin Brice 

Royal & Sun Alliance was 
the strongest performer 
among- the Footsie Blocks 
with a rise of 62 or almost 10 
per cent to 700p. 

However, one insurance 
analyst said the rise 
reflected nothing more than 
a “freak trade" carried out 
seconds before the close of 
dealing at 700p a share and 
representing no more than 
2,500 shares. 

Financial sector specialists 
said the commercial or real 
price of Royal & Sun Alli- 
ance at tbe time of the stock 
trade was just 638p. The 
apparent distortion to the 
price is only the latest in a 
long series of so-called rogue 
trades, the most recent of 
which Included late signifi- 
cant moves in RMC Group 
and British Energy. 

RMC Group, the new 
entrant to the FTSE 100. was 
the worst performer as the 
stock closed at £UL25. a fall 
or 175 fallowing its 225p rise 
In the last few minutes of 
trading on Monday. 

British Energy, driven up 
sharply late on Monday by a 
trade well outside the com- 
mercial price, finished down 
21*4 at 576P/«p. 

The stock market said yes- 
terday that the late trades 


were all legitimate and 
reflected decisions by fund 
managers to pick up stock 
outside the commercial 
price. 

It said, for example, that 
the jump in Royal & Sun 
Alliance was caused by a 
basket trade in which the 
buyer had gone for immedi- 
acy above price. 

Meanwhile. Independent 
Insurance rose to the top of 
the FTSE 250 index with a 
rise of 32* : to 374p as buyers 
responded to a certain 
amount of takeover talk. 

Lloyds insurance vehicles 
were strong on restructuring 
hopes. Limit gained 17'/* to 
238‘4p. 


Stebe, one of tbe stronger 
companies in Lhe en gin eer- 
Log sector, came out with a 
results announcement that 
sent other stocks diving. 
Traders said the price falls 
were prompted by an appar- 
ent slowing of organic 
growth at Siebe, while its 
caution on Asia and a pre- 
tax result about £l5m lower 
than expected served to 
damp sentiment 
Siebe, which has outper- 
formed the FTSE All-Share 
by 25 per cent in tbe past 
year, suffered one of the 
worst performances in the 
FTSE 100. falling 143 to 
£13.60, while S mi tbs Indus- 
tries was down 19 at 974p. 


Best and worst periormmg FTSE sectors 
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In the FTSE 250, which is 
heavily weighted towards 
engineering shares, TI 
Group was down 30Vi at 
569Vzp; Charier fell 37 to 
699p: and Morgan Crucible 
was down 19K at 463*/=p. 

The Siebe ann ouncement 
prompted analysts to down- 
grade their forecasts, and 
traders said estimates were 
being shaved by about £50m 
to about £550m for tbe cur- 
rent year. 

However. Paul Compton at 
Merrill Lynch said: “We still 
regard the stock as the pre- 
mier general engineer in the 
UK, and maintain our 
long-term positive recom- 
mendation. The results 
themselves were marginally 
disappointing, but tbe shares 
had become overbought 
ahead of the figures." 

Other analysts were more 
bearish on the company, 
with one suggesting that 
Siebe was a growth stock 
that had gone ex-growth. 

The profits warning from 
Booker sent the stock down 
44 to 24ft'.ip, the worst per- 
formance in the FTSE 250. 
The company also 
announced tbe results of its 
strategic review. However, 
the shift in strategy to con- 


With computer systems the world over having to shut down to adjust their dates 
ready for the year 2000, will banks' business critical operations be ready? 


All you need to know is in E 
BANKER - The Banker's special 
technology supplement 
featuring an survey of the Top 
1000 world banks on Hie Year 
2000 issue. 


Regulators have insisted that banks be 
ready by this date so thorough testing 
can be hilly completed during 1 999 
before that fateful day. 

However according to the results of 
a survey of the Top 1 000 banks 
published this month in E BANKER, 

The new technology 

supplement, many banks’ critical 
systems will not be lOO 1 ^ compliant 
by 1999. 

The E BANKER survey provides the 
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centrate in future on food 
distribution left Investors 
dissatisfied. 

One analyst said: “The 
current mismanagement 
could reinforce pressure 
from institutional sharehold- 
ers for a complete break-up 
of the company." 

Traders pointed out that 
the profit warning centred 
on the very part of tbe busi- 
ness that Booker intended to 
keep - the food distribution 
side. 

Analysts are known to 
have produced a series of 
estimates for the break-up 
value of the company, rang- 
ing up to 350p a share. 

Railtrack racing 

Railtrack was one of the bet- 
ter performers in the FTSE 
100. as the stock rose 63 to 
£12.69, helped by hopes it 
was set to rescue the Chan- 
nel tunnel high-speed link. 

Tbe move was seen as pos- 
itive for the company as it 
would mean Railtrack own- 
ing the fastest-growing rail 
network In Europe. Further- 
more. the company has 
received criticism from the 
rafl regulator for not invest- 
ing enough in its network 
and this project could allay 
those criticisms. 

Thames Water ended the 
day a net 3 higher at 997p 
after it announced full-year 
profits of £407 m up from 
£384m previously and at the 
top end of forecasts. It paid a 
dividend of 3&4p, up 11.6 per 
cent. 

Tbames also confirmed 


earlier speculation that it 
planned to return around 
£300m to shareholders. Zt 
said it had signed an agree- 
ment with Indonesia to 
resume control of water sup- 
plies in Jakarta over the 
next few days. The suspen- 
sion last week of the Jakarta 
contract had dogged the 
shares. 

National Grid rose more 
than 4 per cent as news of a 
fall in profits in line with 
expectations was offset by 
tbe company's desire to 
grow by acquisition. 

Brokers were broadly 
enthusiastic and Morgan 
Stanley was said to have 
increased its price target for 
the stock to 475p. 

However, Panmure Gor- 
don believes the stock has 
outstripped its rivals and 
investors should consider 
switching into Scottish 
Power. 

Analyst Philip Hollobone 
says Grid has outperformed 
Scottish Power significantly 
over the past couple of 
months, principally because 
of the strong performance of 
Energis. in which Grid had a 
74 per cent stake. 

National Grid gained 15 to 
387p, while Scottish Power 
eased 8'/i to 550p. 

An unsettled banking sec- 
tor saw Lloyds TSB shares 
end the day in good health 
and up 12 at 887p after keen 
turnover of 7.9m. 

Banking specialists said 
that the round of analysts' 
meetings with the company, 
ahead of the close period and 
results season, had triggered 
a number of profits down- 
grades. but (bat these were 
linked to probable provisions 
related to pensions mis - 
selling rather than funda- 
mentals. 

Packaging and printing 
group Photobition rose 2 to 
311p, helped by a “buy” note 
from Guy Feld at Teather & 
Greenwood. He said: “We 
anticipate 66 per cent com- 
pound earnings growth from 
tbe end of 1997 to the end of 
2000.” 
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Russia and Pakistan continue to see-saw 


EMERGING MARKET FOCUS 


WORLD OVERVIEW 


Events In emerging markets 
continued to capture most of 
the attention of inter- 
national investors as the 
recent volatility continued, 
unites Philip Coggan. 

The Pakistani market fell 
to an all-time low before 
rebounding, but the day's 
second session was cancelled 
by the Karachi stock 
exchange. 

Russia rebounded 12.3 per 
cent after Monday's 


double-digit loss as hopes of 
a support package were 
revived after comments from 
US Treasury secretary Rob- 
ert Rubin. 

Such substantial one-day 
moves reflect fragile inves- 
tor sentiment In the wake of 
the recent economic and 
political crises in emerging 
markets. Bad news has been 
pouring out from Asia on 
almost a daily basis. 

But one analyst thinks the 
problems of the world's sec- 
ond-largest economy may be 


at the root of the recent 
declines. 

“A wave of risk aversion is 
sweeping global equity mar- 
kets and its source is 
Japan,” says Joe Rooney, 
global strategist at Lehman 
Brothers. “The yen rather 
than the Japanese equity 
market la the variable that 
best reflects the market's 
view or Japanese fundamen- 
tals; attempts to support 
prices have met with rela- 
tive success In the equity 
market, but have proved 


costly failures In the cur- 
rency market" 

Mr Rooney adds; “Should 
the yen's move against the 
US dollar be held at the Y145 
level, the current wave of 
risk aversion should be con- 
fined to the shores of Asia 
and the world of emerging 
markets. European and US 
equity markets will correct, 
but the downside will be lim- 
ited to B per cent” 

But he warns that, if the 
yen falls to YL5Q, that could 
trigger the devaluation of 


the Chinese renminbi and 
Hong Kong dollar, prompt- 
ing Western banks to write 
off part of their $907bn loans 
to emerging markets as bad 
debts. 

The emerging markets 
team at ING Barings 

remains pessimistic about 

Asia, saying the region was 
facing its deepest recession 
for over a decade. "Forecasts 
are still being downgraded 
and we remain in the midst 
of a debt crisis. We expect a 
p r otr a cted work-out period." 


European markets 
returned from their Whit 
Monday holiday in fairly 
upbeat mood and recovered 
some of last week's losses. 
Both Baris and Milan gained 
more than l per cent, while 
the Brussels bourse man- 
aged to close at an all-time 

high. 

The continent's bond mar- 
kets gave some ground after 
the recent “flight-to-safety** 
buying which drove yields 
down to their lowest levels 
for a generation. 


Singapore has 
to cut its cloth 


Dow slips as 
blue chips 
turn lower 


Merger lifts forestry stocks 


EUROPE 


AMERICAS 

US shares moved lower with 
mild selling in blue chips off- 
setting gains in the broader 
market, writes John La bate 
in New York. 

Despite gains in some of 
the broader averages, there 
continued to be some nega- 
tive trends weighing on the 
market. Declining and 
advancing issues were even, 
suggesting the market con- 
tinued to struggle to find a 
direction. 

By early afternoon, the 
Dow Jones Industrial Aver- 
age was down 5.48 to &916.B9 
while the Standard & Poor's 
500 had gained 3.11 to 
2,091.09. 

Investors returned to tech- 
nology shares, taking advan- 
tage of lower prices after 
Monday’s sharp sell-off. But 
gains were modest and the 
Pacific Stock Exchange's 
technology index added less 
than a point to 323.69. The 
Nasdaq composite gained 
5.16 to 1,751.98. 

The telecoms sector moved 
higher on news that Sprint 
had restructured its tele- 
coms system. The stock rose 
$L& to $73% while rival MCI 
fell $‘4 to S52ft. 

Lucent Technology also 
rallied, climbing S2 to $71 Vi 
after the company revealed 
new contracts In Asia. 

Automobile stocks also 
improved with General 
Motors up $1% to $72% after 
the company said its Colom- 
bian unit had achieved a 10 
per cent rise in sales. 

Ford Motor continued to 
gain, rising almost 5 per cent 
or $2% to $55% after the com- 
pany said it will improve 
productivity. Chrysler 
shares were unchanged at 
S55!i. 

Major technology shares 
rebounded slightly with 


Microsoft, the software 
leader, up $1% to $84%. Intel 
rose 1.1 per cent or $% to 
$68% following a near 5 per 
cent fall on Monday on news 
that it was delaying the 
release of its next generation 
semiconductor chip. 

But there were some sharp 
fallers among computer- 
related shares. IBM was 
down $1)1 to $116 ft while 
America Online, the internet 
company, plunged $34 to 
$7513 In spite of news of a 
new product launch. 

Small-company shares also 
pulled back, sending the 
Russell 2000 Index down 159 
to 443.58. 

TORONTO made modest 
headway in early trading, 
supported by the heavy- 
weight golds sector which 
took its cue horn a better 
day far the bullion price. 

Bullion brake back above 
$290 and the golds sector 
recouped part of Monday's 
heavy 4.8 per cent losses. 
The sub-index, which 
accounts far 5 per cent of the 
overall index, gained 22 per 
cent. Barrick gained 50 cents 
to C$27.45 and Teck Carp 
rose 75 cents to C$18. 

It was a strong enough 
performance to provide some 
overall lift to the market and 
at noon the 300 composite 
index was up 8 AS at 7,521. 

Other sectors were also 
higher. Banks, which rose 
0.3 per cent, traded quietly. 
Royal Bank of Canada hard- 
ened 10 cents to C$89.05 and 
Canadian Imperial and Bank 
of Nova Scotia gained 20 
cents to C$49.65 and C$3855 
respectively. 

Metals and minerals were 
bought, rising 0.8 per cent, 
with Alcan Aluminium gain- 
ing 45 cents to C$41.40. 
Among Industrials, Northern 
Telecom shed 50 cents to 
cssaso. 


Telmex leads rebound 


MEXICO CITY gained 
ground as the rebound In 
Russia and European 
bourses supported investor 
confidence. 

The IPC index rose 40.55 or 
0.9 per cent to 4.454.07 led by 
Telmex, which gained 20 
centavos to 21 pesos. 

Tamsa. the steelmaker, 
was up 50 centavos to 131.50 
pesos idler Morgan Stanley 
Dean Witter Issued a report 
recommending Latin Ameri- 
can steelmakers. 

Strength in Europe and 
Wail Street supported SAO 
PAULO. The Bovespa index. 


which lost 15 per cent in 
May on worries over the gov- 
ernment's popularity and 
progress on state reforms, 
rose 238 or 2.5 per cent to 
9,843. 

Local institutional inves- 
tors, including pension 
funds, were seen bargain- 
hunting. Market heavy- 


Europe's forestry stocks 
rallied on news of the 
merger between forestry 
groups Shore of Sweden and 
Finland's Enso. 

Hopes of further consolida- 
tion within the Industry sup- 
ported the sector across the 
continent, with the smaller 
paper groups in France 
among the lwicHng gainers. 

In HEiSTN in, Enso closed 
up FM7.60 or 13 per cent at 
FM64.B0. The shares were 
suspended briefly but 
jumped after trading 
resumed in the afternoon. 
The Hex index rose 27.56 to 
4.763.07 with the forestry 
index up 7 per cent 

Other forestry shares also 
rallied. UPM-Kymmene, the 
leading forestry company, 
rose FM4 or 25 per cent to 
FM159 and Metsa-Serla 
added FM350 or 6 per cent to 
FM6050. 

St ora was suspended in 
STOCKHOLM, where shares 
were otherwise weak. Offi- 
cials said trading in Store 
would restart today. 

The overall market was 
little changed with the OMX 
index down 0£ per cent to 
761.17. Forestry shares were 
higher with MoDo up 
SKrl5.50 to SKr262.50 and 
SCA adding SKr3 to SKr219. 

Drug shares, initially 
pushed higher on the 
announced links between 
American Home Products 
and Monsanto, closed lower 
cm profit-taking. Pharmacia 
& Upjohn fell SKM.50 to 
SKr338 and Astra lost SKrl 
to SKr 156.5- 

PAB1S produced the fast- 
est turn of speed among 
leading bourses, adding 45-82 
at 4,086.98 on the CAC 40 
Index In modest FFr8.3bn 
turnover. 

Positive broker comment 
gat behind a number of 
stocks, notably France Tele- 
com, which rose FFn950 or 
5.9 per cent to FFr354.90. 
Lafarge jumped FFr32. DO or 
5.1 per cent to FFr633 follow- 
ing a move from “accumu- 
late” to "buy" at Merrill 
Lynch. 

A 44 per cent rise in 
French new car sales in May 
sent Renault up FFr4 to 
FFr317 and Peugeot FFr6 
higher to FFri.175. 

Havas hardened FFr2 to 
FFr473.20 on news that it 
may form a trade publica- 


RiroperniPaper, Partagtag jtfdPrfritfog. 
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with 


tions joint venture 
Bertelsmann. 

L'Oreal shared In the 
drugs buzz created by the 
latest US mega-merger in the 
sector. L'Oreal added FFr124 
to FFr3,096 while its drugs 
unit Synthelabo rose FFr37 
to FFr1,030. Sanofl, part of 
the Elf- Aquitaine group, 
gained FFr7 to FFr708. 

Scandinavian consolida- 
tion drove France's Illiquid 
paper sector higher. 

Gascogne surged FFr46 to 
FFt647, La Rochette FFr2.20 
to FFr30.80 and Emin- 
Leydier FFr25 to FFr460. 

FRANKFURT gained mod- 
est ground with the Xetra 
Dax index improving 2756 to 
558353 in electronic trading. 
Vtag jumped DM33 or 35 per 
emit to DM1,081 on rumours 
of management changes, 

Hoechst came off DM3.64 
to DM86 as last week's 
rumours of a link with Swiss 
drugs giant Roche showed 
signs of unwinding. Metro 
jumped DM455 to DM116.75 
following an upgrade for 
selected retail shares by 
Deutsche Morgan GrenfelL 

Porsche rose DM250 to 
DM5,150 on talk of sports car 
co-operation with Volkswa- 
gen. VW added DM15 at 
DM1,455 ahead of tomor- 
row's annual meeting. 

News that its pubhc offer 
had been three times sub- 
scribed sent the steel group 
Salzgitter up DMl to DM24. 

ZURICH ended little 
changed with the SMI index 
up 1.4 at 7,657.5. Novartis 
came off SFr9 to SFr2,499 fol- 
lowing a downgrade from 
"buy" to “accumulate" by 
Merrill Lynch. 

Among banks, UBS came 
off SFrlB to SFr2,471 as 
investors continued to fret 
about press stories - denied 


by the bank - of losses at 
the group’s Singapore unit. 
Nestle was a firm feature, 
advancing SFrlll to 
SFT3584. 

AMSTERDAM edged 
higher after moving within a 
narrow range and the AEX 
index added L96 at L200.45. 

ABN Amro, which is bid- 
ding for Generate Bank of 
Belgium, recouped some of 
last week's losses, adding 30 
cents to FI 49. Rival bidder 
Fortis, the Belgo- Dutch 
financial group, rose FI 150 
to FI 122.40. 

Worries over Asia and 
Monday's slump In US hi gh - 
technology shares hit elec- 
tronics stocks. ASM Lithog- 
raphy fell FI 8 or 9.7 per cent 
to n 74.40 and Baan, the 
software group, shed FI 250 
to FI 9020. 

MILAN closed higher on 
late baying of hawking and 
insurance stocks by institu- 


tions. The MSbtel index rose 
279 or L2 per cent to 23532. 

The banking index gained 
15 per cent, with Banca di 
Roma up L47 to 15,604 and 
Credito Italiano adding L262 
to L9.927. 

Mediaset rose L441 or 4 per 
cent to Lll.484 an specula- 
tion that the broadcasting 
and advertisement group 
would be awarded a cellular 
phone licence. 

MADRID closed margin- 
ally higher ami d cautious 
trading and the general 
index added 558 or 0.6 per 
cent to 880.64. 

Endesa, the utility, fell 
PtalO or 0,3 per cent to 
Pta3,620 after the govern- 
ment set the ceiling price far 
the retail tranche of its 
share offer at Pta3,776. 

Telefonica rose PtallO to 
Pta6580. Banks were higher 
with BGH adding PtalO to 
Pta4,975 and Santander 
PtalSO to Pta?,780. 

MOSCOW rebounded on 
what was described as tenta- 
tive foreign buying. Down 
105 per cent on Monday to 
its lowest level since Novem- 
ber 1996, the RTS index rose 
125 per cent to 192.75. 

Volumes were minimal, 
but dealers said the buyers 
were encouraged by signs 
that the G7 nations were 
considering emergency 
financial support 


Written and edited by 
Jeffrey Brown, Emlko 
Teraxono, Peter Hall and 
Paul Gregan 


Singapore's latest results 
season has not been the best 
sales pitch for its stock mar- 
ket Even the biggest compa- 
nies are under pressure from 
the regional financial crisis. 

Because Singapore is such 
a small market, the economy 
has long depended on inter- 
national exposure for 
growth. But with many 
neighbours in too much 
trouble to contribute. Singa- 
pore's economy is slowing 
and its people are drastically 
cutting back spendi n g. 

In spite of the city state's 
strong fundamentals, the cri- 
sis Is starting to show up in 
bottom lines. Down 22 per 
cent yesterday to 1,207.12, 
the benchmark Straits Times 
influx is now almost 30 per 
cent below its 1998 peak of 
the third week of March. 

Singapore Airlines 
reported only a slight 05 per 
cent increase in group profit 
to 5$1.04bn for the year 
ended March 1998. Even 
that, the company said, did 
not fully demonstrate how 
much it was being affected 
as the results Included the 
period before the regional 
crisis took hold. 

“We expect the very diffi- 
cult operating environment 
to continue well Into 1998 
and possibly beyond," says 
Cheong Choong Kong, dep- 
uty chairman and chief exec- 
utive officer. 

Singapore Telecom 
appeared to be doing better, 
but warned Its results would 
not continue to hold up 
quite so well as the regional 
crisis deepened. 

The national telephone 
company reported a 12 per 
cent rise in net profit to 
S$L89bn for 1997-98. But it 
said growth in International 
telephone revenue would fell 
because of low traffic growth 
«nd planned rate cuts. 

Analysts warn, however, 
against buying and selling 
on company results alone. It 
is important to study how 
corporations are responding 
to the crisis and, so far, they 
say, Singapore has made the 
right moves. 
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Singapore Airlines has 
reduced the frequency of 
flights to Jakarta, Surabaya 
and Kuala Lumpur. And the 
national carrier is using 
smaller aircraft on some 
flights to Seoul. Hong Kong, 
and Bangkok. 

At the same time, it U 
attempting to tap into better- 
performing economies fur- 
ther afield by deploying 
more capacity to Europe, the 
US, Australia and the Indian 

sub-continent. 

Singapore Telecom has 
started work on an alterna- 
tive budget service, provid- 
ing lower-grade service at 
cheaper prices, to encourage 
demand. 

Analysts say Singapore 
Telecom's problems are 
more global than regional, 
given that the costs of using 
a telephone around the 
world are felling. But solid 
management and a sound 
balance sheet offset those 
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Much the same is being 
said about Singapore’s other 
leading companies, including 
its banks, which moved 
quickly to set aside large 
provisions, in particular for 
possible bad loans In Indon- 
esia. 

"There is on impact hot 
keep it in context," says Dar- 
agh Maher, economist at 
ING Barings. "Singapore's 
fundamentals compensate 
for its proximity.” 


* 




Sheila McNulty 


Stronger rand sparks rally 


enimi IFRirfl to 13,250.7 with Nedoar ris- 

weight Telebras gained R$4 ““vvfEISy" ing R350 or 25 per cent to 


to RS123.30. while preferred 
shares of Pctrobrds rose 
R512 to RS237. 

BUENOS AIRES trailed 
other bourses in the region, 
with the Mcrval index up 
853 or 1.4 per cent to 597.95. 


Shares In Johannesburg 
rallied in late trading after a 
steep rise for official interest 
rates put fresh heart into the 
rand. The all -share index 
closed up 40 at 75275. 

Financials bounced 157.4 


14050. 

Industrials gained 355 to 
9.0485 and golds also had a 
better day. The bullion price 
climbed back above $290 and 
the golds index improved 4.6 

to 9045. 


Nikkei recaptures 15,500 level 


ASIA PACIFIC 


Bargain-hunting and 
technical short -covering 
lifted TOKYO, supporting a 
solid rise for shares after 
Monday's sharp fail, writes 
Mkhtyo Sakamoto in Tokyo. 

The Nikkei 225 average 
climbed back above the psy- 
chologically important 15500 
mark, adding 233.42 at 
15554.45 after fears of Aslan 
turmoil and the weak yen 
sent the index tumbling 350 
points on Monday. 

Investors were back bar- 
gain-hunting and covering 
short positions but volume 
was thin at 290m shares 
compared with 331m an 
Monday. Stability on Wall 
Street also contributed to 
the recovery. 

However, continuing fears 
about the weakness of the 
Japanese economy and the 
yen, which fell closer to Y14Q 
to the dollar during the day. 
kept a lid on buying enthusi- 
asm. 

During the day the Nikkei 
225 moved within a narrow 
range from a low of 15,35350 
to a high at the close of 

15554.45. 

Across-the-board buying 
took issues that gained to 
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779 against 340 issues that 
feU. The Tbpfx index of all 
first-section shares rose 1657 
to L21257. 

The alliance between Trav- 
elers and Nikko Securities 
continued to attract atten- 
tion. Nikko Securities topped 
the volume list and 
increased Y36 to Y5J8. Other 
financial issues were firm, 
with Sumitomo Bank up Y27 
to Y1509 and Sanwa up Y24 
to Y1.2U. 

Public utility shares were 
also firm. Tokyo Electric 
Power, the largest electricity 
company, rose Y55 to YZ.665. 
Railway company JR East 


gained Y19.000 to Y6495O0. 

The yen's weakness con- 
tributed to rises by exporters 
such as Sony, which moved 
up Y80 to YII.420. 

Sony's shares were also 
supported by enthusiasm for 
the company’s acquisition of 
a 6.7 per cent share in 
JustSystem. the maker of 
Japan's most popular word- 
processing software. 

KARACHI bounced off 
early lows to close with the 
100 index up 2L02 or 25 per 
cent at 932.46. On Monday, 
the first day of trading in the 
wake of Pakistan's nuclear 
tests, the market fell 125 per 
cent. 

The second of yesterday's 
two sessions was cancelled 
after the market fell sharply 
Id early trading and the 
stock exchange decided to 
reduce the settlement period 
to twice weekly. 

The Karachi stock 
exchange yesterday sought 
help from Pakistan's public 
sector Institutions to help 
prevent a further slide In 
share prices, writes Fortum 
Bokhan in Islamabad. 

The appeal was directed 
towards government-owned 
banks and an insurance 
company that, it says, have 


the extra liquidity 
to Invest in the market. 

“These tnstxtntiona have a 
role to build up investment 
In the country. If Investment 
is shy, how will there be 
growth. 5 "* asked Yasin Lak- 
hani, president of the stock 
market. “We are calling 
upon these institutions to 
play their role which they 
have not been doing so far.” 

JAKARTA continued to 
move lower with disappoint- 
ing corporate results height- 
ening regional concerns. 

Tobacco giant Sompoerna 
fell Rp725 to Rp3,D75 In 
active trade after turning 
into the red for the first 
three months of 1998. The 
composite index ended off 
14.48 or 35 per cent at 30950. 

SEOUL ran into a wave of 
profit-taking that reversed 
recent gains and sent the 
composite index down 12.60 
or 3.7 per cent to 324.10. 

Banks produced a number 
of firm features - Korea 
Exchange Bank added Won5 
to Wona.635 on persistent 
merger speculation - but the 
broad market streamed 
lower. Samsung Electronics 
fell Won3,900 to Won45.000 
and Hyundai Motor Won700 

to Wonl3500. 


First three months 1998 


Very strong profit increase in 
first three months 1998 (+86.2%), 
especially due to special factors 


fin millions of dollars, except 
for amounts per share} 

firet three 
months 1997 
published 

first three 
months 1997 
adjusted* 

first three 
months 
1998 

% 

change 

Remit before taxation: ••• 





- insurance operations 

318 

389 

587 

50.9** 

- banking operations 

303 

326 

620 

89.8*" 

Net profit 

435 

508 

947 

M.2*" 

Net profit per ordinary share 

0.5S 


1.03 

77.3 


31 December 

31 December 

31 March 



1997 

1997 

1998 



published 

adjusted* 



Total assets*"** 

297,914 

297,91 1 

440J37 

47.8** 

Shmrboldra' equity**** 

22,145 

23,392 

3BJSQ 

29.1** 


A^juttrd for rite changes to [be accounting principles 
Compared wMi the adjured figures 

* ""Min: U&SI.OD - NLG ZOS93 (airerage exdaoge real 

**Anetg mdriurebolden' equity: UMIJB-NLO 2.0833 (exchangereM on 31 Match 1998) 


Net profit showed a very strong increase, also on the basis of the new accounting 
principles. This increase was especially due to the consolidation of acquisitions. The 
profits resulting from the sale of the interests in Libertel (mobile telephone network) and 
Kredietbank Belgium have been partly used for an extra addition to the Value 
adjustments to receivables of the banking operations in connection with Asia. 

Excluding these special factors, the net profit from the insurance operations rose by 
9.3% and from the banking operations by 10.3%. In the result from the insurance 
operations a claims burden (after taxation) of approximately U.S.S32 million was 
included as a result of foe storms in North America. 

Good net profit contribution from BBL (U.S.S110 million). Equitable of Iowa (US .$23 
million) and Furman Selz (U.S.S10 million). Net profit made on the partial 
sale of the banking and insurance interests in Libertel and of the banking interest in 
Kredietbank Belgium amounted to U.SS217 million and U.S.S97 million respectively. 
The item Value adjustments to receivables of the banking operations amounted to 
U.SJS144 million. Excluding the influence of BBL the increase was 10%. The banking 
profits resulting from the sale of the interests in Libertel and Kredietbank Belgium 
have largely been nsed for an extra addition, by way of precaution, in connection with 
the developments in Asia especially in Indonesia, to the Wue adjustments to 
receivables by U.S.S195 milli on. 

Provisions were made for the euro and the millennium (U.S.S24 million), reorganisations 
(U.S.S20 million) and the risk of low interest rates (U.S.S12 million). 

Assets under management increased by 37% to U.S.S220 billion. 


ING GROUP 


Internet wwwin gg roup.com 

The report for the first three months 1 998 can be obtained at tbe following address: 
ING Group, P.O. Box 810, 1000 AV Amsterdam, The Netherlands 
Telephone: (+31) 20 541 54 71, fax: (+31) 20 541 54 51, e-mail: order@inggroup.com 
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IT in retailing ^ 

Electronic wisardry 

In-store Innovations 
herald a retail revolution 

Pages 4-10 



Managing Information 

50 years of IT 

Half century report 
card has mixed views 

Pages 19-22 



IT in sport ^ 
Sponsorship 

Why IT companies 
take the risk 

Pages 11-14 


IT in Ireland 

European launch pad 

Lower taxation levels 
attract investors 
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Paul -Taylor finds some surprises in new 
research on the changing role of IT 
directors and chief information officers in 
the US, UK, Germany and France 



make a bid for 
the fast lane 


A s information technology 
moves into the business 
mainstream and becomes 
increasingly critical to the 
performance and competitive 
edge of companies, the role of the 
IT director or chief information 
officer is changing dramatically. 

Research undertaken by 
International Data Corporation 
on behalf of Korn Fetry 
International and the Financial 
Times among IT directors in the 
US, UK. Germany and France 
confirms that fundamental 
changes are under way in the 
role of IT directors and CIOs in 
all four countries. 

The study, based on interviews 
with 340 CTOs - I5Q in the US, 70 
in the UK. 70 in Germany and 50 
in France, also highlights the 
differences between IT directors 
in the four nations, including in 
their background, career 
prospects, perceptions of future- 
technology and the amount of 
time they spend talking to other 
key business executives. 

But it also contains a number 
of surprises: for example, 15 per 
cent of US CTOs and 10 per cent 
of those In the UK admit to 
“never interacting" with their - 
chief executive. 

Similarly, expertise in Internet 
technologies emerges as top of 
the list of skills CIOs believe will 
be most important to them in the 
US and ranks a close second to 
network computing in Germany 
and France, but in the UK, 
expertise in Microsoft's Windows 


NT tops the list 

The survey also provides an 
interesting insight into who IT 
directors are, where they came 
from, what motivates them and 
how they measure success. 

Strikingly, more than a fifth of 
all US CIOs consider that 
existing IT investments have 
failed to generate a genuinely 
good return on investment to 
their organisation and a further 
quarter were only mildly 
convinced that it had. . 

Predictably, cost-reduction 
remains Che biggest selling point 
for new IT. investments. There is, 
however, evidence of growing 
disenchantment with-lT 
outsourcing, particularly in the 
US, the most mature outsourcing 
market, where 67 per coot of 
respondents said outsourcing had 
failed to generate the cost 
savings especteg compared with 
47 per cent holding this view in 
the UK. Similarly, 56 per cent erf 
US CIOs believe the trend 
towards rT outsourcing is past its 
peak. 

However, the.survey also 
shows that FT professionals 
recognise that .it is crucially 
Important to align the IT 
infrastructure to business 
processes and to use IT as a 
strategic tool to improve 
competitiveness. Reflecting this, 
business skills are generally 
viewed as more important 
attributes, for a successful IT 
director than an in depth 
understanding of IT itself. 


Do you have a succession strategy in place far your rate? 

us. ot 




Among the mam flrtfHngg - 

□ American CTOs’ earning 
capacity is considerably greater 
than their counterparts in 
Europe. 

IT directors in Europe mostly 
command salaries in the £51,000 
to £75,000 bracket, but the 
salaries of US CTOs extend into 
the higher echelons with 18 per 
cent of respondents earning more 
than *200,000 not including 
bonuses. 

IDC suggests the much greater 
earning power of US CIOs 
reflects the fact that American IT 
directors are generally in charge 
of IT infrastructures “with more 
responsibilities and greater 
global reach." 

For example, more than half 
the US respondents said they had 
Jurisdiction over a global IT 
infrastructure while 60 per cent 
of German IT directors reported 
that they had responsibility for 
the domestic market only. 

□ Those in charge of corporate 
IT infrastructures show a 
surprising lack of geographic 
mobility - 95 per cent are 
country na t ion al s althoug h 
between 60 per cent and 70 per 
cent in each country said they 
would be willing to work abroad. 

When they were asked how 
long they expect to remain in 
their current jobs, big country 
differences emerged. German 
CIOs apparently show most 
loyalty to their employers with 56 
per cent expecting to be in the 
same job in five years' time. 

In contrast, US CTOs show the 
greatest job mobility with 39 per 
cent expecting to leave their 
current job within three years 
and 66 per cent not expecting to 
remain to post after five years. 

One factor affecting these 
figures could be the relatively 
high number of mergers and 

Perceptions of technical skills 

Technical skBs tint CSOs betlew.wfll be most 
Important in future - percentages of view 
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acquisitions in the US markets, 
although this might be expected 
to be offset by the more common 
incidence of share options and 
other incentive packages in 
America. 

Indeed, in the US, the 
possibility of a hostile take-over 
creating an undesirable reporting 
relationship was ranked as the 
number one reason to leave - 57 
per cent said this was 
“important" or “very important". 

The prospect of an improved 
financial package ranked only 
number five in the US among 
reasons for changing jobs, but 
was the second most important 
attribute in the UK and France 
after “a more challenging work 
environment." 

Significantly, two thirds of 
CTOs in the US have a succession 
strategy in place compared to 
only a third of their French 
counterparts and less than a 
sixth in Germany. 

In the US, a much higher 
proportion of IT directors expect 
their successors to have a 
different role compared with 


Europe suggesting that at least 
in employment terms, North 
America remains the most 
dynamic environment for IT 
professionals. 

□ About two-thirds oflT 
directors have an IT background, 
except in France where the figure 
fails to just 46 per cent In the US 
and Europe, IT directors without 


IT backgrounds are most likely to 
have come from the finance 
department - whereas in France 
their background is most likely 
to be in engineering (41 per cent) 
and In Germany in operations. 

Less that 10 per cent of 
UK-based IT directors considers 
an in-depth knowledge of IT is 
critically important to their role, 
compared with 42 per cent of 
their French counterparts. US 
CTOs rank an in-depth knowledge 
of IT as the least important 
attribute needed to succeed in 
their jobs. However there is 
general agreement that CTOs 
needed to be able to apply IT 
strategically If they were to 
succeed. US and German 
respondents in particular 
considered this critically 
important 

Respondents also considered 
genera] business experience 
outside IT as an important 
attribute for an IT director. More 
than 5i) per cent of German IT 
directors thought business 
experience “critically important" 
while 77 per cent of their 
counterparts in Britain said it 
was “somewhat important", 
"important" or “critically 
important" 

There was also general 
agreement that an academic 
grounding in business skills or 
an MBA was an important asset 
for an IT director. 

IT directors also emerge as 
determined to be good corporate 
communicators. An 
overwhelming majority in all 
four countries considered an 
ability to convey key messages to 
top management as important if 
they were to succeed. 
Nevertheless, a surprisingly high 
number of IT directors reported 
that they have little or no 
interaction with other key 
business executives including the 
chief executive. The most usual 
communications channels for IT 
directors are with the heads of 
finance and operations. 

F rench IT directors emerge 
as the most optimistic 
generally, and the most 
bullish about their prospects of 
becoming chief executive. Nearly 
half thought this was a realistic 
prospect within five years - more 
than double the figure in the US. 

When asked what factors held 
back IT directors from becoming 
chief executives, one US 
respondent noted: “CTOs are 
generally perceived as geeks and 
not business professionals, ” and 
another remarked: “CIOs show a 
lack of business acumen and 



Sponsored by UUNET UK 

■ The search is now on to And 
winning web sites In various 
categories of business: fufl details ol 
this year's competition are on page 
21. Entries close on July 31, 1998 

shrewdness." One IT director in 
Britain said "sales and operations 
personnel will almost always be 
better suited to the job" and a 
German respondent commented: 
"CIOs are not considered as 
haring the correct skills in 
business and finance." 

French CIOs are also less likely 
to leave their companies even if 
they are under-performing. More 
than two- thirds said whether 
their company lost its 
competitive edge was of ‘no 
relevance", "unimportant" or 
“somewhat unimportant" to their 
decision on whether to change 
jobs. 

□ The degree of change 
currently being experienced by- 
CIOs varies considerably across 
the countries surveyed. French 
IT directors are experiencing the 
greatest level of change with 84 
per cent describing their jobs as 
being in a state of transition. 

That compares with 53 per cent 
in the UK, the least dynamic of 
the four markets. 

“Hie level of change may of 
course be construed either as a 
negative or a positive 
phenomenon," notes IDC. Indeed, 
closer examination of the French 
data shows that the change CIOs 
are referring to is "more power 
and influence" within Uielr 
organisations - the top 
unsolicited answer when the 
French respondents were asked 
how their role was changing. 

In contrast to the confidence 
displayed by their French 
counterparts, American CIOs 
sbowed surprising signs of 
temerity'. For example, when US 
CIOs were asked how tbeir role 


Continued on page 21 


The year 2000 problem - a blessing in disguise? 
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Cisco 

“ Ppws/etf Newark* 



There are lots 
of ways for 
your business 
to enter 
the Internet 





This is 
the door 
the 

builders 
put in 



The promise of networked commerce. 
Stronger customer relationships. 

The ability to rapidly respond to 
a constantly changing marketplace. 

Where there’s a reason to put your 
business on -the Interna,' there’s a reason to 
rely on the expertise, strength and security 
of Cisco Systems - the company that 
brought the lure met xp "business . 

Lode for the Cisco Towered Network” 
mark. It means your network service 
provider uses Cisco equipment - the 


common platform that lets your network 
work with any other nerwork on the planet. 

Which is why Cisco Powered Network 
service providers are uniquely equipped ro 
make die Internet work for you, whether it's 
Internet access, ATM, frame relay or other 
data services. 

To find out more, visit our website at 
www.dsco.com. And let a Cisco Powered 
Network service provider 
open up the Internet 
for your business. 

« 

Empowering the 
lNTOWET GENERATION 1 " 


Cises Ststeks 
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NEWS UPDATE 


It is anyone's guess where legal action 
against Microsoft by the US Justice 
Department may lead, writes George Black 


UKSOFTWARE INDUSTRY 


Boom could be 
short-lived 


Mother of all IT battles 


It was one or those events 
which, although widely 
foreseen, nonetheless comes 
as an enormous shock. 

The legal action by the US 
Justice Department and 20 
US states against Microsoft, 
the world's largest software 
company, has become a 
subject of intense debate 
across the world, among the 
general public as well as 
within the IT industry. 

Even for those who follow 
the industry closely, it is 
very hard to assess its 
possible impact. In the short 
term, it looks unlikely to 
stop sales of Microsoft’s 
Windows 98 operating 
system due to start on June 
25. but it could still prevent 
the product spreading 
through the consumer sector 
in the pre-Christmas sales 
period. 

Looking further ahead, it 
will cast a shadow over the 
industry for at least the next 
year - and possibly for 
many years. 

Whether it will in the end 
affect Microsoft's domination 
of the industry and 
strengthen the position of 
rivals, such as Netscape and 
Sun Microsystems, is 
virtually impossible to 
know. Cynics argue, 
plausibly enough, that long 
before the lawyers have 
finished their work. 


Microsoft’s position will 
have been eroded naturally 
by the evolution of 
technology. 

There are already 
Indications as to how the 
two sides will approach the 
legal conflict The 
authorities, whatever their 
ultimate objectives, appear 



Bil Gates. Microsoft chairman: 
fighting on a broader front 


to be keen at present to 
focus the argument narrowly 
on Microsoft's business 
practices, such as the 
contracts it makes with 
computer manufacturers and 
Internet service providers, 
and whether these are fair to 
competitors, particularly the 
browser developer Netscape. 


The allegations centre on 
“anti-competitive and 
exclusionary" practices, said 
to be aimed at pushing 

Netscape out of the market 
and removing a threat to the 
supremacy of Windows. 

The authorities’ evidence 
is said to include internal 
Microsoft documents and 
emails that allegedly show it 
I has adopted unfair 
; competitive tactics. 

Netscape continues to hold 
60 per cent of the browser 
market, but only by 
sustaining a second quarter 
operating loss. 

The underlying concern of 
the Justice Department is 
that Microsoft could, in a 
few years, gain a 
stranglehold over electronic 
commerce which could 
become dangerously 
anti-competitive; but this is 
not the ground on which it 
wants to join battle at first 
There is no talk yet of 
splitting up Microsoft, as 
happened to AT&T, 16 years 
ago. 

Microsoft wants to fight on 
a much broader front 
fuming it into an issue of 
free markets versus 
regulation. It will argue that 
in a free market it has 
delivered what people were 
de manding aD through the 
1980s - simple standards 
that make personal 


computers easy to use; and 
that government should play 
no part in deciding the 
future of products. 

The early signs, judging 
| from the mass of media 
comment and 
correspondence, are that 
Microsoft is succeeding in 
generating this sort of 
discussion; and the relative 
elasticity of processes in the 
i US courts may be a factor 
that will favour Microsoft's 
strategy to broaden the 
argument 

Judge Thomas Penfleld 
Jackson h?g consolidated *hp 
Justice Department and the 
states law-suits into one and 
set September 8th as the 
dale for a hearing. Microsoft 
bad asked for seven months 
in which to prepare its case. 

The court will seek to 
decide whether Microsoft 
should separate its browser. 
Internet Explorer, from 
Windows 98 or indude a 
copy of Netscape's Navigator 
in Windows 98. It also has to 
rule whether Microsoft 
should revise the terms of its 
contracts. 

Microsoft baa been given 
until July 28 to respond to 
the charges. The two sides 
are embarking on an 

expensive lobbying 
campaign to win over 
politicians, business people 
and the media. 


The elevation of MIsys as the 
first so ftware company to 
join the FTSE 100 marks the 
coming of age of the UK soft- 
ware industry. 

The higher visibility of 
Misys. a world leader in 
banking software, should 
help to gain more exposure 
for UK and European soft- 
ware companies to institu- 
tional investors, especially 
when a new IT sub-sector is 
created by the London Stock 
E xchang e next year. 

Ironically, this break- 
through comes just at a time 
when the industry does not 
need it After years of being 
neglected by the ment 
community, UK software 
companies are now extraor- 
dinarily over-valued, accord- 
ing to the independent UK 
software analyst Richard 
Holway. 

This high rating of soft- 
ware concerns has to do 
with a growing awareness of 
the importance of software 
for competitive edge, 
re in forced by the huge suc- 
cess of new business applica- 
tions such as SAP’s R/3 and 
earnings from the year 2000 
computer date issue and 
European Economic and 
Monetary Union (Emu). But 
it Is doubtful how long the 
present very high values of 
software companies can last. 
Some experts are be ginning 
to talk of a reaction once 
upgrades forced by the year 
2000 problem have been com- 
pleted. 


The next issue of die FT-IT 
Review on July 1, will focus 
on IT in finance and include 
a section on accounting soft- 
ware. 


INTERNET COMMERCE IN EUROPE 


Gap closing with the US 


The UK and Germany are 
hard on the heels of the US 
and Japan in business adop- 
tion of the Internet, says a 
study by the UK govern- 
ment’s Department of Trade 
and Industry'. 

Britain is holding its posi- 
tion against other countries 
and has narrowed the gap 
nlth the US in networked 
technologies, says the 
report 

The finding appears to 


conflict with some earlier 
studies that suggested the 
UK and Europe were falling 
further behind the US in 
their use of Internet-related 
technologies. 

However, another report 
by the router vendor. Cisco, 
confirms that Internet com- 
merce in Europe is growing 
rapidly and indicates that 
Europe is starting to close 
the gap with the US. 

Another inquiry by the 


computing services com- 
pany, EDS. also concluded 
that Europe was catching up 
with the US in use of the 
Internet and noted that Fin- 
land and Norway were the 
world’s leading users. 

This trend could be helped 
by the newly formed Alli- 
ance for the Internet in 
Europe, made up of industry 
companies led by 3Com. 
which aims to lobby govern- 
ments for legislation which 


Companies ‘don’t 
„ « ^ understand their 
customers’ 


will improve Europe’s posi- 
tion. 

Electronic commerce is 
likely to be boosted by an 
agreement at the World 
Trade Organisation not to 
impose customs duties on 
international electronic 
transactions. 

A comprehensive study of 
trade issues concerning elec- 
tronic commerce is due to be 
carried out for the WTO by. 
s late next year. 





Data warehousing has not 
yet resulted in UK compa- 
nies gaming a better under- 
standing of their customers, 
according to a research proj- 
ect conducted by SAS Insti- 
tute, the business intelli- 
gence software vendor. 

It found that 90 per cent 
still did not know enough to 
manage customer relation- 
ships adequately. Data ware- 
housing, decision-support 
systems and data mining 
techniques were being used 
by only about half the 100 
blue-chip organisations sur- 
veyed. 


ing the commercial potential 
of the Internet, according to 
a study carried out for the 
network software developer. 
Novell 

Many companies just use 
the Internet to publish infor- 
mation- about themselves 
arid only a third offer elec- 
tronic ordering and pay- 
ment, notes the Global Inter- 
net 100 survey. It says the 
best erampipa of using the 
medium well are United Air- 
lines, Lufthansa and Time 
Warns-. 


Software is driving 
smartcard market 


The growth of the smart 
card market will be driven 
by software developers, not 
by the card m an ufacturers, 
predicts the IT analyst. 
Ovum. 

The card manufacturers 
have created a technology 
which is moving beyond 
their control, says senior 
analyst Duncan Brown. Sup- 
pliers and users wifi be able 
to develop their own applica- 
tions without the involve- 
ment of the manufacturers. 
Ovum forecasts that 2.7bn 
cards will have been shipped 
by 2003. 


The search for winning web 
sites: how to enter the new FT 
Business Web Site competi- 
tion - see details on page 2L 
Closing dale for entries is 
July L 


IT salary boom 
‘a myth 5 


Kiosks are set for 
rapid growth 


Mores anJ more leading companies are now discovering 
the power of data warehousing to exploit existing 
corporate data, in order to create new, strategically 


Are you using 


targeted products and services for specific markets. 
However, once they iir.pl omer.C a data warehouse solution, 
these same companies must deal with the explosion of 
demand throughout the enterprise, as people realise 


Data Warehousing 


the enormous potential of the information at their 
fingertips. EMC Enterprise Storage 1 " is the ideal 
architecture for data warehousing, because it allows 
companies to refresh their data, manage the incredible 


Interactive kiosks are 
quickly becoming the 
vending machines of the 
information age, according 
to a study by Frost & Sul- 
livan. 

The world market enjoyed 
37 per cent growth last year, 
it says, generating $981m. 
Research analyst Robert 
Chomentowskl says that 
once people have become 
used to kiosks, they prefer 
using them to queueing to 
talk to a customer service 
representative. The study 
suggests that acceptance 
will gradually become wide- 
spread as it did with auto- 
mated teller machines. 


Sky-high salaries for IT staff 
are largely a myth, claims 
the recruitment agency. 
Computer Futures. In the 
UK, the average industry 
income is £20,000-£30,000, 
and jobs are rarely paid at 
more than £50,000. Even for 
areas where skills are 
scarce, the pay is not signifi- 
cantly hi gher th an for more 
common skills, though the 
shortage of project managers 
Is reflected in salaries usu- 
ally over £30,000. 

Regional variations are 
considerable, with a £10,000 
difference in th» salary of an 
IT manager between the 
south-east and the north-east 
of Britain. 


Year 2000 stalls 
shortage 'hyped* 


to pinpoint the 


Call for action 
against piracy 


The shortage of IT skills 
caused by the year 2000 com- 
puter date problem has been 
exaggerated, claims the 
Institute for the Manage- 
ment of Information Systems 
(IMIS) in its 1998 IT skills 
trend report. 

It says that the problems 
have mainly been tackled on 
mainframes and that the 
most of the staff require- 
ment is for lower-level sicmc 
to convert personal com- 
pute- systems. 


donund for it and meet 24x7 availability requirements, 
all without disrupting core operations. In addition. 
EMC assures business continuance for mission-critical 
warehouses and makes information easily accessible 


information you need? 


CO all. Call 01737 S35122 to learn more about how EMC 
can afEeet your ability to use the information you 
need. Or visit us at wwvj.emc.com. 


fuc- tt a meowed Kadamart'-aml EMC. EMC Ertegrta* Swags. The Starprew Sauce Company and The 
EMC EBdCl are trademarks ot EMC Cvpnahan. 1938 EMC Cwporamn. All ngws iwerwd. 
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The European software 
industry could produce an 
extra 426.000 jobs In the next 
three years if piracy were 
reduced from its current 
level of 43 per cent to the US 
level of 27 pec cent, it is cal- 
culated by the Business Soft- 
ware Alliance and consul- 
tants at Price Waterhouse. 

Even a small redaction In 
piracy would greatly 
increase sales of packaged 
software and thus the 
amount of employment in 
i the industry, says the report 


Internet as a 
transaction channel 



Web sites are 
criticised 


Few of the world’s largest 
companies are fully exploit. 


Within two years, elec- 
tronic co mm erc e , the long- 
heralded “Mller application” 
of the Internet, is poised for 
300 per cent growth, accord- 
ing. to a new survey by 
Ddoitte & Touche Consult- 
ing Group. 

Industries such as bank- 
ing, energy and retailing are 
aggressively embracing this 
new medium as a transac- 
tion channel, as is, co n trar y 
to its stereotype, the public 
sector. One issue for Europe 
is that the expected growth 
rate ' in customer ' transac- 
tions is North America is 
twice- that predicted for 
Europe, claims the report 




How-Ugh tech sectors notpcdbnP 
tadcas rates* 

lW — ac- 
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Dennis Keeling, director of 
the Business.asd Accounting 
Software Developers’ Associ- 
ation (Basda), warns of a 
possible slump in sales of 
acco unting , software prod- 
ucts as upgrade projects 
reach completion. 

If companies meet the gen- 
erally agreed target of the 
end of this year to allow fa* 
a year’s run-up to the date 
change, then the foil in sales 
could start next year. Com- 
panies heavily involved in 
services may be better able 
to weather the down-turn, 
but the need for expertise 
may also foil and the share 
prices of services businesses 
could be dragged down by 
the others. Richard Holway 
forecasts that average soft- 
ware growth rates will foil 
from 20-22 per cent today to 
under 10 per cent by 2001, 
with a consequent fall in 
share prices. 

The effect tit Emu is an 
uncertain factor. If the UK 
were to delay entry until, 
say, 2004, there could be 
scope for a lengthy UK reces- 
sion in IT before new work 
on Emu-related projects 
caused a revival. But for 
man y FT suppliers, the main 
beneficial effect of Emu 
upgrades may already have 
gone past Its peak. 
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THE MONTH IN BRIEF 


ICL partners with 
Microsoft 


i ICL, the UK arm of Japanese manufacturer Fujitsu, announced a 
partnership with fcficrosoft to develop systems for t he reta il, 
government, education and computer networking sectors. ICL 
said the venture could create more than 1 ,000 jobs In Europe In 
the next three years. It should boost the company's revenues 
before the flotation planned for 2000. 

Fujitsu's annual profit fell 88 per oent as it was hit by die 
Aslan financial crisis and the fall in chip prices. 


US steps up battle 
against spamming 


The US Senate passed an anti-spam (junk email} bill, which 
would st reng then the law against fraud and require emailets to 
offer an opt-out clause to their addressees. But aides say that 
wbR» ouSawing some types of spam It would legitiroiae much of 
the rest An amendment would make it easier for people to 
Identify senders of messages. The Ml has been passed to the 
House of Representatives. 


Dell beats forecasts 


Personal computer manufacturer Dell beat analysts’ forecasts 
with a 54 per cent rise In first quarter income to S305m on 
revenue up 52 per oent to *352bn. The company signed 
agreements with Unisys and Wang for providing support 
services to clients. It needed to replace Its service arrangement 
wtth Digital, which was taken over by Dell's rival Compaq. See 
also a report on Dell's investment in Ireland - page 17 of this 

review. 


Further moves on 
encryption controls 


1 A bffl to relax US controls on exports of encryption products 
was introduced into the Senate. It would prevent the 
government from forcing the use of key-recovery and slmSar 
encryption systems. Senator Pat Leahy said the US 
government's position was driving encryption technology, 
expertise and manufacturing overseas. The bin is supported by 
the Americans for Computer Privacy coafitfon. 


Computer Associates 
move ahead 


Computer Associates, one of the world's largest software 
vendors, reported a 26 per cent Increase in profit for its fourth 
quarter to $4223m on a 22 per cent rise In revenue to $1 .47bn. 
This excluded a pre-tax chape of $33.8m for its fatted bid for 
Computer Sciences. 


Sita to float 


Ska Telecommunications HokSngs, the world's largest data 
communications network run by the airlines. Is sat to float on 
the stock markets of New York and Amsterdam et a potential 
value ol around S3-3.7ba The company is changing its name to 
Equant, under which It has been selling to companies other than' 
airlines, ft hopes to raise $40D-$500m to expand As network 
capacity. 


New IBM mainframes 


IBM has announced Generation 5 of Its 3/390 man frames, 
doubling the power of the previous generation to 900 mips 
(miDion instructions per second). This was well ahead of 
analysts' exp e ctations and is said to put it almost on -a par with 
Hitachi Data Systems’ top machine. The HDS Skyline at 950 
mips has attracted acme customers away from IBM. 


HP profit warning 


Hewlett-Packard was the latest of the big persona} computer 
marerfactwere to issue a profit warning, bfamfng tough 
competition and faffing prices. The news surprised the market, 
which had thought HP was shielded by Its strength in printers, 
servos and other technologies, it has been affected by sharply 
feiBng prices among competitors, caused by an excess of stock. 
Eartter in the year Compaq suffered a 96 per cent drop In profit 
and Intel a 36 per cent fail In profits. 


New SGS chip plant 


SGS Thomson Microelectronics is to invest around Slbn on new 
chip-manufacturing plants near Grenoble, France, and necr 
Mitan, Italy, in a bid to keep up with the latest developments In 
the electronics sector. Production Is due to start In 2000. 


Computacenter 
In demand 


Shares In Computacenter rose strongly to value the company at 
ova- El .3 bn as it launched on to the London stock market. 
Computacenter, which supplies systems and services to tearing 
UK companies, had a turnover of £1.1 3bn last yew with pre-tax 
profit of £47.1 m_ The flotation turned Us two founders Into 
muW-fTxtSonafres and 30 of Its senior managers into millionaires. 


Hyberion buys Arbor 


Hyperion Software has taken over Arbor Software In a $700m 
aaaL Together, the two US companies wflf be cefied Hyperion 
Scfufcorts, with Hyperion stockholders owning 60 par cent Of the 
.mer ged com pany. Hyperion, which develops financial analysis 
applications, tins aegtiras Arbor's Essbase muftj-dfrnonstonal 
databas e system. Hyperion had a revenue of around S271m last 
year, while Arbor turned over $82m. 


IBM allies with Symantec 


IBM and Sfynterrtecanrnuncedthatthey wilt jointly market a ~ 

newfamfly of anti-virus software products, combining their 
technofogies. The deal, should help Symantec to expand its 
business from the consumer sector into the corporate sector. 


Georye Black’s e-mail address: 
gbg 26 @dial.pipex.com 
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VIEW FROM THE TOP 


3 FT-1T 


I n the aigbt-and-a-half 
months since he took 
over as chairman and 
chief executive of Uni- 
sys, Lawrence Weinbach has 
already made his mark -by 
restoring investor confidence 
In the US computer and com. 
p uter services group. 

The former Andersen 
Worldwide nansgitig part- 
ner and chief executive has 
achieved this by sl ashing 
group debt, getting Unisys 
out of the PC manufacturing 
business and by refocusing it 
on the enterprise server and 
fast-growing computer ser- 
vices businesses. 

Mr Weinbach, who took 
over from James Unruh in 
September, immediately 
: ■*, announced plans to repay 
■-T Slim of debt - $8l4m of debt 
has already been paid back 
and a. farther $l86m win be 
taken care of no later than 
September 1999. After that, 
Unisys will have no debt 
repayments until 2003, 
which means, according to 
Mr Weinbach, that the group 
should generate free cash 
flow in excess of gLSbn over 
a couple of years. 

“I joined the company 
because I believed that there 
was a very loyal customer 
base, that there were dedi- 
cated employees and that 
the products were good," he 
says, but adds, “the execu- 
tion was weak . . . and 
frankly, the willingness to 
make some tough decisions 
- to focus the company - 
^seemed to be elusive. After 
^slx months, 1 think my 
observations were correct. 

-The products are very 
good and the service capabil- 
ity is very good. The way the 
company went about 
expanding its product-base 
and getting into the service 
business was not so good 
and. because of that, the 
company got in trouble.” 

When be arrived at Uni- 
sys, be took “a good hard 
look at what we had.” At 
that stage. Unisys was sell- 
ing about 360,000 PCs a year, 
equivalent to about 5500m of 
business. “It was a nice piece 
of business,” says Mr Wein- 
bach, “but it was In a mar- 
ket where others were sell- 


Unisys’ new 
man at the top 

UMiaoce Watnbecb, 67, 
chairman, ^ president and chief 


‘Being new to the company, one can be unemotional,’ says 
Lawrence Weinbach, Unisys chairman and, chief executive. 
This interview is by Paul Taylor 

Sharper focus for a 
rejuvenated Unisys 


Education: UnJversltynf- 
Pmnsytmrte; and Wwton . 

School. . 

Canon Joined Arthur Andersen 

in 1961; became a partner In 
1970 st the bob 30; appointed 
chief operating officer of the 
worldwide company In 1967, 
end managing partner In 1989. 
In Fabruoy 1997, ha 
announced Ms decision not 
seek a third term as chief 
exBCuflw because ha did not 
want to be bound by 
Andaman's mandatory 
ratkamant aga of 62. 

Ur Wetabacfl Joined Unisys on 
August 31 ,1997. 


ipg substantially more thaw 
us, where the margins were 
coining down, where the PC 
was becoming a commodity 
and where the customs 1 was 
focusing more an price and 
cost-of-ownetshlp they 
were necessarily .on the 
capability. ' 

“Frankly, the PCs we were 
making were very good, they 
were good technology and 
fast. There was only one 
problem: they were .also 
expensive ' in relation . to 
where the market was going. 
It seemed to me that we 
shouldn’t be in the business. 
Being new to the company, 
one can be tmemotianaL” 

At the aid of December, 
Unisys announced that it 
was getting out of the PC 
manufacture and assembly 
business and would out- 
source PC - and low-end 
server manufacturing -to 
Hewlett-Packard. “We still 
want to have a whole array 
of products tor our custom- 
ers. but we did not need to 
be in the commodity busi- 
ness.” he says. 

While Unisys has never 
disclosed whether its PC 
business was loss-making. 
Mr Weinbach says getting 
out of PCs' was “an appropri- 
ate economic decision.” 
What is mare, quitting the 
low marg in commodity hard- 
ware business has enabled 
Unisys to build on Its 
strengths in high-end serv- 
ers and mainframes, SUCh 85 

its highly successful Clear- 
Path product 
“Our capability there is 
excellent and the enterprise 
server market is growing,” 
be adds. “We believe the 
whole enterprise area will 
continue to grow - more and 
more information is being 
captured: it’s being stored, 
and consequently, you're 
winy more and more serv- 
es out there” • 

• "While dome < companies ; 
might have been tempted to 
cut R&D spending. Mr Water 
bach chose to maintain the 
R&D budget at the same 
leveL Instead of spreading 
R&D spending over a wide 
array of products, it is now 
tightly facused on the enter- 
prise server market "The 
goal la that I want to be a 
mflB deep and an tech wide, 
not a mile wide and an inch 
deep," he says. 

That says Mr Weinbach, 
is critical because malntaftv 
ing kind of focus will 
enable the company to con- 
tinue the turnaround “and 




profit 


n r*i ! 


jl v :r: - -- - 




arid 


V-h* ’• r 

- ■*» • 

ion m> . 


The FT Review of 
Information Technology. 'jj 

t M Ha, review Is published on the firet Wednesday of the 
1 “ month. In audition. FT-rr fenturoo oppoar ln t ho.'lm ldo 
tack* section of the FT on each oTthe other Wednesdays 
of -file month. The fT Appointments section is also; 
published each Wednesday. . V > : . ; 

W-tt Rovlm, adtfocW oootroUat: Wcftari WUtotert. 

E^rtitltaqdpeKSMtfBtsifacftJuiFr-n- 

. tex-o-bac* latvkie. page 22 . 

»rttw«iatiaa»aai»a,t*oiwro^ . 

!■»»«, n oorrwpowlenc John 

TonfMmM, PWKp ;i , 

Wfeolwi^PenttopaOdy, Marti • 

tto«to Moran and Goff Sown* -• 

Cow ttMstraUoo: Mole Thwnu- . u r 

SrssUcs: Rabwt HoteMew. Andrtw Mwn 

Hater* riitwnhr Pstrtoia Lea and Maitesw syno. . 

Th irfUM^ niwiiiiaaM. Arfti 1. ThemeawW tedirfoTT IS- 

PHrlTnw* updata and hif ra l a m Wfth kojr Tt 0 Ur**J n *8 IT tariaoj- 
' % oMtootr 

^SSSsMOrtOtt, t»T+44l71 67337M ... '._ : T ■ J“.' 

kxftwHewth, W+44171 8794129 - 

. Unarm mm vol - •• • ■:* 

imtharlnaBiOrtuilwi** 6 * 1 ” ... . 

Md h wjnwrdi aFTjom 

tafiar’ 7 -"" 

York, tof +1 ; ' - r '. ? ‘ 

‘ 8 r!sr+t 2123 ie 0704 , : ' T ' '■ -7 ' 

iddiMS! timJi«rt®FT.com 
a)cbs4a#di®fT.oort'-- 

’ &SorMiM( BrwiBin. M +B1 S 

wtte-Mijiaas 128*. , v': 

niMrlf.ljrtnaTsnOFT.ocm . . . 


* ... CyfTUi^..* • 

ms *'■■■ ' ■ ■ 


. 4(tl8 ZSS7 1211 r. . 

WBlI tddraS*: *»fi}i.l*wntha/p*®FT' ccffl 


Wgjrtw Qn*,^aator»Tt WdQ*y 

WL *-■ 


increase the profitability 
rather substantially. If we 
fail back into an unfocused 
mode, then you diffuse your 
effort and you diffuse the 
dollars that you have to 
spend. So, focus has become 
a very key part of the direc- 
tion of the company right 
now.” 

Mr Weinbach is committed 
to expanding the processing 

POWer Of Unisys' mflfn framing 

and Mis nri qg continued sup- 
port for the group’s propri- 
etary customer-base. But the 
real effort will be in the 
enterprise server market. 
“Our focus Is in the Win- 
dows NT space," he adds. 

Under hs new chief execu- 
tive, Unisys has firmly 
jumped aboard the NT band- 
wagon, annrnirn-frng 1 a tech- 
nology agreement and part- 
nership with Microsoft 
within 30 days of his arrival 

“We are not going to walk 


away from our Unix custom- 
ers,” insists Mr Weinbach. 
“If you look at Clear Path, 
what it does is that it takes 
proprietary Unisys, creates a 
bridge and allows you to go 
open - either with ITT or 
Unix." 

ClearPath provides “heter- 
ogeneous multiprocessing”, 
allowing users to run either 
Unix or NT or both. “Tliat’s 
why it has been a good 
seller,” he says. 

“We are pushing both 
from a services standpoint 
as well as a servo* stand- 
point into the NT environ- 
ment, but we are going to 
protect and work with our 
customer-base.” 

In particular, Unisys is 
focusing its research and 
development effort on turn- 
ing NT into a true enterprise 
operating system. “We are 
looking at the whole scala- 
bility, availability, manage- 


ability and security issues 
that are required in an enter- 
prise NT environment.” he 
says. “We want - early on - 
to be one of the key players 
in the e nte r p rise NT envi- 
ronment as it goes upscale.” 

But while Mr Weinbach 
expects most of Unisys’ 
hardware sales growth to 
come in the NT server area, 
he »iso emphasises that the 
traditional mainframe busi- 
ness remains important to 
the group. “I don’t think the 
big servers or the large 
nrninfrnmffg are as dead as 
some people want to make 
them,” he adds. “Cost-of- 
ownership will come back 
and bite everyone in the tail 
as soon as there's a down- 
turn. Sales of big servers are 

□ Continued on page 21. 

□ Managing Information: 
reflecting on 50 years of IT, 
see feature on page 16. 
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and we need it now. 


Don’t panic. Beam up a Compaq server to give your business 
the boost it needs at a very down-to-earth price. 


The earth’s favourite computers. 


All these servets feature: 

Intel fentiinn? II processor, 26B WU SCSI disk drive, 
VUU disk controller and an integrated 1Q/1O0TX NIC 
and NSTL tested hardware year 2000 compliant. 


ProSignia 200: 

procesor and storage upgradable,' 3 year on-site 
ports and labour warranty, 
guaranteed 5 years' spares availability; 
pre-failure warranty on SMART disk drives 
ECC memory and processors? 
automatic server recovery; 

Compaq SmartStart intelligent integration tool, 
Compaq Insight Manager. 

ProSignia 200 €999.* 
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ProLiant I20a Features as ProSignia 200 plus; 
hot pluggable rfisk drives, rack mountable. 

- Integrated remote management console; 

bo and duster ready optional 
redundant power supply, storage capacity 
of 5483B intern* I/T.15TB external 

Proliant 1600. Features as Proliant 1200 plus: 

. dual processor capable with offline backup 
processor support high performance HPSA iGB/s 
architecture, dual peer PCI bus delivering 
2B7MB/S throughput 

Proliant 1200 £1 340. 

ProLiant 1600 C2v«15. 


ProLiant 3000. Features as ProLiant 1600 , phis: 
storage capacity of 109GB intemal/USTB 
external 8 PQ ft BSA expansion slots, 

, standard disk duplexing backplane, 
integrated management display, 
hot pluggable power supply with optional 
redundancy; optional redundant fans. 

ProLiant 3000 £3310. 


www.compaq.co.uk 

08452704848 

r CM us at hxsl rates Ibr details of aU our offers. 

'• Lines are open 8am-Spm on weekdays, 
tfem-4pm at weekends. Please quote B8SDB18. 
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Focus on fT 
in retailing 

Here and on the following 
five pages, FT writes look at 
file advances in reWfing 


□ Developments in loyatty 
schemes; the logistics chain 

See facing page. 

□ In-store hODBaSms: 
electronic wizardry to the 
imkafeiace. 


□ aedrenfc comnwrce is 
booming but online shopping 
mails go ipiet the virtual store 
- now fashion goes onSne. 


□ Point-of-sale systems - 
making technology less Intrusive 
lor customers; key questions on 
bade office systems. 

Page 9 

G Decision-support systems; 

US case study. 

Rage to 


A transformation in retailing 


Fss? A translormatu 

software and IT. Not only do 

flow from tbelmyex^laptop Information technology is helping to transform 
liyouu retailers from their traditional role as product-led 
merchants to consumer-driven marketeers, 
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Stores in Caflfornia, argues 
that “when you buy into this 
idea you aren't Just commit- 
ting to an application, you're 
committing to a whole cul- 
ture and I see red flags all 
over that one.” 

In the US, retailers are 
talking of “user exits", 
insisting that the enterprise 
suite provides gateways out 
so that other “best of breed" 
products could be bolted on, 
if need be. 

The same debate is now an 
issue In Europe: In Holland, 
the food division of the Ven- 
dex group - owners of 
Vrooxn & Dreesman - has 
thrown out merchandise 
management applications 
from Retek and Armature to 
embrace the SAP message in 
a FI 50m investment 

C&A, the fashion and 
clothing retailer, is also opt- 
ing for the single message 
with installation of Corn- 
share’s Arthur Enterprise 
Suite at its two European 
buying offices and all its 
stores in ten countries. 

Even companies such as 
Armature which bad tended 
to focus on supply chain 



■ntaBgont checkout: this touch-wnsttfre NCR checkout system at a Stensbury Savacartre in the UK Is 
finked to a data warehouse for swift analysis of buying trends 


offerings, are now e x t e nding 
their appeal with a central 
“library"" of application 
tools to allow retailers to 
develop a more fully inte- 
grated solution. 

“We operate in a highly 
competitive marketplace,” 
says Wim van Dierman, 
financial director of the 
Dutch grocery chain. Sper- 
wer. 

“Our market is extremely 
fragmented and we're introd- 
ucing Armature’s software 
to ensure we sharpen our 
competitive edge. By integ- 
rating supply chain informa- 
tion and purchasing behav- 
iour at store level, we will be 
able to improve customer 

service." 

T hat Is, of course, the 
key: as retailers move 
from a product-led to a 
consumer driven market, 
they increasingly need to 
integrate information about 
consumer buying patterns 
with product data. Enter- 
prise-wide applications can 
provide a ready-made pact 
age to ease the data flows. 

“It’s a saturated market" 
says Mr Christian Nivoix, 
general manager of IBM’s 
Global Distribution Industry, 
“and retailers are having to 
find new sources of sales 
growth - for many that 
means going global. That 
can mean physical expan- 
sion into new erpei -gin g mar , 
kets - as with Carrefbur and 
Wal-Mart in Brazil, or it 
means new channels to mar- 
ket using technology." 

The obvious “channel” is 
electronic shopping via the 
Internet and interactive TV, 
but these are growing very 
slowly in Europe, despite the 
hype. Of more immediate 
benefit are interactive 
kiosks. The Lawson conve- 
nience chain in Japan, for 
example, has put interactive 
kiosks into its 9,000 outlets 
to create a “virtual inven- 
tory" taking minimal space. ■ 
“Shoppers can now buy 


venience store." says Ur 
NWoix. In addition, an CBM 
development with Nintendo 
adds an application for 
updating children’s com- 
puter games with the latest 
versions - all within the 
convenience store kiosk. 

In a similar development 
involving 7-Eleven conve- 
nience stores In Austin. 
Texas, NCR has created an 
in-store financial centre 
using basic ATM (automated 
teller machine) technology. 
Shoppers without bank 
accounts can now cash their 
monthly pay cheques and 
t ransf er money uFtog an-bne 
imaging links to a remote 
help-desk where a bank 
employee can see the cheque 
and authorise payment. The 
same ATMs are also bring 
used to dispense entertain- 
ment tickets and telep hone 
cards. 

Category management - a 
technique for managing 
groups of related products as 
a whole - is also taking cen- 
tre stage. “The category is 
becoming a profit centre.” 
says Mr NWoix, “and it is 
consumer-focused rather 
than seen in the old terms of 
‘vendor managed inven- 
tory’.” 

Best Buy - a leading US 
electronic goods retailer - is 
currently evaluating its 
approach to many new prod- 
ucts. “They are asking: *Do 
we sell digital cameras, or do 
we sell tools to help the con- 
sumer have fan with digitis- 
ation?’," he adds. “If the 
answer is *10013 to have fim’, 
then they need to bundle 
together the cameras, com- 
puters, and software to pro- 
vide a total offer. That 
approach Is creating totally 
new segmented category 
groups and putting consider- 
able strains on existing 
retail supply systems which 
are stm largely product and 
volume-led." 

The emphasis on inte- 
grated networks is also 
influencing point of sale 



Preparing for the eunx in Portugal, a supermarket employee shows a new Frendwnade 
price Taber that displays prices ftt the currency as wag as Portuguese escudo* 


line network computer (NC) 
versus PC arguments that 
occur in other commercial 
sectors. In the US, Value 
City Furniture, with 65 
stores in 13 states, has taken 
the NC route and is now 
installing 1,000 IBM Network 
Stations running Java at 
point-of-sale. Key benefits 
indude rapid and easy sys- 
tem upgrades since there is 
only “one version of the 
truth" stored on the server, 
so expensive system reload- 
ing for every PC hi the store 
becomes a thing of the past 
And integration is also 
spreading to workload man- 
agement as well: Oracle, is 
promoting “The Store Man- 
agers Workbench” which 
allows retail a single access 
point for store operations 
management staff manag e- 
ment, corporate systems and 
decision support 


W ang Global calls its 
offering “Work 
Management” 
which provides a system to 
manage and schedule pro- 
jects across departmental 
bo undari es. The problem in 
retailing, says marketing 
manager, Sally-Ann Smith, 
is that companies tend to 


•' 'tickets and travel in the can- .systems with the samp sUcm- hoy packages to automate 


areas of their business - 
such as point of sale, mer- 
chandise manag ement and 
EIS - and they rarely look at 
the horizontal process and 
see the need for improve- 
ment across departmental 
harriers. 

Also addressing this need 
is IBM’s Qualified Collabora- 
tion Services - a subscrip- 
tion service now being used 
by companies such as Carre- 
four to link its buying offices 
and suppliers with a result- 
ing 20 per cent cut in total 
buying office workload. 

All these systems are con- 
tributing to the continued 
overall integration of retail 
systems - but, in a way. the 
end result is mare fragmen- 
tation. 

Instead of dealing in a vol- 
ume marketplace, retailers 
are focusing on individual 
consumers and their buying 
patterns. “They will need a 
split approach in future," 
says Christian Nivoix. “Indi- 
vidual offers and customer 
focus for the top 20 per cent 
of shoppes who contribute 
most to profits, and a contin- 
ued volume product empha- 
sis for the 80 per cent of bar- 
gain huntos." 

C ombining these two quite 
differen t approaches in a sin- 


gle enterprise solution is 
“the big challenge," he says. 

Meanwhile, two time-sensi- 
tive issues are demanding 
the attention of retailers. 
The year 2000 computer date 
problem is a proving a costiy 
problem for many retailing 


Software experts are warn- - 
ing that November 1998 will 
be the deadline for adequate 
testing of IT networks. Fail- 
ure to solve the date change 
problem could easily cripple 
retailers’ abilities to cany 
out critical business func- 
tions. 

In Europe, retail IT 
systems are being converted 
for European Economic and , 
Monetary Union (Emu) and 
plans for the euro currency. 1 

As the switch to eurtHkan- 
inated accounts, transac- 
tions, cheques and credit 
cards takes place, tens of 
thousands of reiaCers will 
need to change their tills, 
vending and business 
systems. 

Next monte’s review has a 
main thane of IT in finance % 
and will look more closely 
at how the business wodd is 
attempting to solve the year 
2000 computer date prob- 
lem. -,i’v: 








AT A TIME LIKE THIS, THERE 


THINGS YOU MIGHT FIND U: 


v • ' '■ • V? "K. 7{ ••• 

> 4 £ 

. /‘A: 


.. i * 

,iv-‘on 

Dive knife. ^ 


i-ss 






mm 










mmm 




mm 

V&-. 




' - a«s: ' -i - • ■ 

IM.W. • •• 




Depth gauge. 


'**#'*?' 


i 




Shark repellent. 


C.k Installci! 




u'" 

T- 


■ *C- 


r--' . 


Oxygen. 


V & 


-\ ./v"- 

, \ *: ’ / sr ‘> 
S ■ ' ' i * / 






V;: :f 


■ V *i ' - 


For application development, testing and management, four oat of five: of the world s 
largest corporations rely on Compuuare. People and software for business appiicaiions. ' 


COMPOWARE 

U hat do you need most? 


*S 




te lim.. 















FINANCIAL times 


WEDNESDAY JUNE 3 1998 



V 


RETAILING 






LOYALTY SCHEMES. 






Selling to a market of one 


Bfiteil er s are adopting a ‘carrots and 
cuddles approach to customers - 
toyalty discounts phis added service 
to make shoppers feel valued as well 


r 


f, 

/ 
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A straw poll of 
marketeers by Equi- 
fax at the Direct Mar- 
keting Fair eaiiier this year 
revealed that while 43 per 
cent of those questioned 
■ owned three or more loyalty 
cards, and 23 per cent pos- 
sessed even more than that, 
some 41 per cent of respon- 
dents — all of them working 
tn marketing - believed that 
'the current spate of “loyalty 
cards'* do not create cus- 
tomer loyalty. 

Since 1990, many minions 
of “frequent shopper” cards 
have been issued: in the US, 
around 38 per cent of all food 
-stores now run loyalty 
schemes while. In the UK, 
Tesco and Sainsbury have 
issued more than 20m cards 
between them. 

The schemes are not cheap 
— Investment by Boots, the 
healthcare and retail chafa , 
in its “Advantage" scheme 
'in the first year (including 
setting up the database) will 
-be around £2Sm, while Tesco 
has said that it needs an 
annual 1.5 per cent increase 
in sales to cover Clubcard 
running costs. That works 
-out at about £50m each year. 

• To many, such schemes 
appear to offer little more 
than "long-term discount" 
-and there are growing signs 
of consumer apathy: “car- 
rots" are not enough, it 
seems, to keep us loyal. 
Instead, the emphasis is 
• switching to "cuddles" with 
1 qualitative rather than quan- 
titative benefits on offer.' 

In the UK. Safeway's 
well-known "Shop and Go" 
self-scanning system can 
only be used by loyalty card 
'holders. Other retailers are 
-already t alking of creating 
reserved parking spaces in 
store car parks for their top- 
spending shoppers. 

For retailers, the initial 
aim of most loyalty schemes 
-was to identity individual 
’ shoppers and so improve tar- 
get marketing by direct, per- 
sonalised offers: to sell more 
to existing customers, rather 
than work at attracting' new 


ones, has been key. While it 
has taken time to build the 
necessary data warehouses 
to analyse an that informa- 
tion. positive results are now 
beginning to emerge. 

For Camelot Music - a 500- 
outlet operation based in 
Ohio — this type of well-tar- 
geted promotion haw pro- 
duced unexpected gn d 
highly profitable new waning 
opportunities. 

As with many other busi- 
nesses. the company had an 
established loyalty pro- 
gramme, "Repeat Performer" 
that had offered little mere 
than discount rewards 
1987- Three years ago. the 
big US discounters started 
offering cut-price CDs as a 

loss-leader to boost customer 
footfall for electronics prod- 
ucts, and Camelot was badly 
hit: over the followi ng year, 
its margin was down by ten 
points and the future looked 
bleak. 

In response. Camelot 
decided to focus on its best 
shoppers: it established a 
data warehouse to analyse 
the Repeat Performer data, 
using ICL’s Corema soft- 
ware. and identified the top 
spenders. 

In test mailings. 6,000 of 
them were sent a 10 per cent 
discount voucher and within 
two months more than SO 
per cent of these had been 
redeemed. Similar coupon 
offers followed, but last year 
Camelot decided to analyse 
shopper-spend by music 
genre and then create spe- 
cific newsletters for each 
group of music lovers. Shop- 
pers were mailed with Infor- 
mation about their favourite 
performers and types of 
music with a $2 voucher 
redeemable on all spending 
over $25. 

The result was for in 
excess of the earlier "carrot 
focussed” offers. Visits to 
the stares by those identified 
as jazz enthusiasts, for 
example, increased by 18 per 
cent with a 21 per cent rise 
in spend- Analyses for genre 
buyers also identified an 


extremely, unusual age 
group - 65-plus shoppers 
Spending heavily on rap, 
rock and “alternative” 
music. 

. Further market research 
revealed that these were 
grandparents spending on 
gifts far their grandchildren. 
So a special leaflet was pro- 
duced detailing gift ideas 
and mailed to this group of 
"seniors”. The result was a 
17 per cent response, with 
sales up by more than 37 per 
cent and an average spend of 
$20 - an extremely success- 
ful piece of target marketing. 

"It was all about creating 
empathy with the cus- 
tomer," says Mrs Yvette 
Asscher, warkrting manager 
for ICL's retail division. 
“The seniors began to fed 
confident that they could go 
intn a Camelot store a»if 
for advice about music 
genres that they really 
didn't understand." 

Significantly, too, as Cam- 
dot has switched attention 
to personal preferences and 
focussed genre information. 


it to been able to increase 
footfall and spend with suc- 
cessively lower value dis- 
count coupons: from. $10 to 
$2 to simply the promise of 
good advice. It has success- 
fully made the transition 
from “carrots” to "cuddles". 

Rather different are the 
growing number of continu- 
ity programmes also now 
emerging in US loyalty 
schemes. These monitor 
shopper-spend over a longer 
period, than be to sophisti- 
cated software, and allow for 
repeat promotional offers oh 
successive visits to the store. 
Instead of the familia r Euro- 
pean-style “multibuy" - buy 
two, get a third free - com- 
panies such as UXrops in the 
US spread the benefits to 
encourage shoppers to 
return. 

"Typically, you’ll have a 
12-pack of Coke d rinks on 
offer for $169.” says Tracy 
Flynn, vice president for 
food industry marketing at 
NCR, which supplied the 
application, "and there’ll be 
a limit of four purchases in 


the month, but you can only 
buy one at a time." 

The software can track 

individual purchases, via bar 
coded loyalty cards, to 
ensure fair play, with the 
discount carrot used to 
■ encourage repeat visits and 
farther spend. 

But while retailers are 
becoming more sophisticated 
in their use of loyalty cards, 
others see them as a tool to 

promote quite different agen- 
das. Mondex International, 
for wiimp to, is to launch a 
loyalty application for its 
electronic purse wraitffln li 8 , 
later this year. 

Mondex expects that the 
cards will initially be issued 
by fiwnwriai institutions as 
electronic purses and then 
these banks will contract 
with various retailers to 
have the loyalty schemes 
added to the card. 

In the US, Chase Manhat- 
tan Bank is already using 
this system to add a loyalty 
application from Burger 
King to its cash cards. 
According to Mondex, up to 



Shoppers in Am ste r da m: Dutch financ i ers are hoping to use retail loyalty schemes as an added-vnlue 
product for electronic purse cards In the Netherlands PtOim to titid iji Aw Alrar 

are interchangeable: points 
collected from a butcher, 
baker or candle-stick maker 
go into the same pot to be 
redeemed from a gift cata- 
logue. 

To manage the exchange. 
EasyChip has established a 
"national redemption bank" 
which keeps track of points 
issued and redeemed by 
retailers on a pay-as-ynu- 
play basis. 


six retailers could be 
involved in the initial UK 
launch and a number have 
committed to the scheme. 

Dutch financiers, too, are 
hoping to use retail loyalty 
schemes as an added-value 
product for electronic purse 
cards in the Netherlands. 
The ChipKnip hanking- con- 
sortium has added a generic 
loyalty product, known as 
EasyChip, to its cards in a 


scheme designed by UK- 
based loyalty specialists, 
Crawford Smith Consultants. 

This product is targeted at 
what is known in Holland as 
the MKB group - companies 
with fewer than 99 employ- 
ees so effectively the small 
and medium-sized shops 
which account for 5S per 
cent of Dutch retail trade. 

A practical benefit for 
shoppers is that the rewards 


tHE I.QGISTICS CHAMi' Electronic Data Interchange • By John Kavanagh 


Internet is no substitute for EDI 


Electronic data 
interchange has a 
big role in 
channelling high 
volumes of retail data 

T wo technologies as different 
as chalk and rheesg are 
being brought together to 
benefit companies seeking to trade 
electronically. 

The uncontrolled World Wide 
Web is bringing new companies 
into stuffy old electronic data 
interchange (EDI), with its long- 
winded standards-making 
procedures, its coded electronic 
documents and its need for special 
software and telecommunications 
services. In return. EDI is helping 
to give business respectability to 
the Internet 

EDI transaction volumes bave 
been growing at 20-25 per cent a 
year since International s tandar ds 
for documents such as orders and 
invoices became established in the 


1980s. EDI has became a standard 
way of trading for the vast 
majority of big companies. It 
enables just-in-time ordering, 
speeding up stock tumrounds to a 
few days in the most efficient retail 
Supply rhains an d creating Close 
partnerships between customers 
and suppliers as companies share 
trading data for mutual benefit. 

These users have standing 
contracts with big service suppliers 
which receive EDI messages such 
as orders and invoices in bulk and 
direct them to the intended 
recipients. The users have software 
packages which convert m essag es 
to and from EDI formats and 
typically link directly into their 
stock control and order processing 
systems. 

The problem is that although 
well over 90 per cent of big 
companies in developed countries 
depend on EDI, only an ws tiiimtad 
three to five per cent of all 
commercial organisations use it. 

" Small and medium sized 
companies see an up-front . 


investment in special EDI software 
and hardware, they see the 
communications side as complex 
and expensive and they see the 
standards as complex and boring,” 
says Helmut Fritz, a specialist 
manngpr in this field at IBM 
Network Services in Europe. 

"Meanwhile, they are getting on 
the Internet and believe this will 
solve their problems, but it won’t 
on its own." 

Early enthusiasts for EDI over 
the Internet have promoted it as 
cutting out the middle man, the 
telecommunications service. 
Concerns over reliability and 
security remain - but only last 
month the UK's Electronic 
Commerce Association took the 
first step towards making the 
Internet a more serious option 
when it announced a project by 
eight EDI and business software 
suppliers, plus Internet service 
provider UUnet In the first phase 
they will define what is needed in 
EDI software to enable companies 
to exchange EDI messages over the 


Internet in a reliable way. 

Even so. EDI telecom services 
believe the critical nature of 
electronic trading between 
businesses, and the trend towards 
contracting out anything that is 
not core to the main activity, leave 
the Internet's future here in doubt. 

"The public Internet is a 
non-starter as a substitute for EDI 
services." says Cohn Billinge. 
European marketing director at GE 
Information Services. “This is an 
absolutely critical application and 
retailers must have total service 
reliability. 

“In addition, the service 
organisations handle community 
management: for example we have 
helped companies bring in their 
small suppliers. A retailer has 
hundreds of trading partners and 
doesn’t want the risk of getting 
swamped with phone calls if 
something goes wrong or if small 
suppliers need support" 

John Croucher. chairman of the 
FT group at the UK Institute of 
Logistics, agrees. “EDI has a 


fundamental role in channelling 
high volumes of retail data." he 
says. “The Web simply cannot 
handle such high volumes or 
guarantee the security levels 
provided by EDI offerings." 

However, the World Wide Web is 
nonetheless emerging as a way 
into EDI for smaller companies. 

In the UK. Kingcup Mushrooms 
has become an unlikely pioueer of 
a technique which links traditional 
EDI with the Web. This small firm, 
with Just 30 employees, including 
casual staff, has installed its first 
Windows PC and Web browser, to 
trade electronically with the huge 
Tesco supermarket chain. 

Tesco sends mushroom orders in 
EDI format as usual to GE 
Information Services, where the 
data is put into a Web page 
designed to look like Tesco's paper 
order forms. Kingcup Mushrooms 
connects via GE's intranet (a 
private Internet) to get the details. 
It sends back an invoice in the 
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IN-STORE INNOVATIONS: From electronic shelf-edge labels to gizmos for personal shoppers • By Penelope Ody 




New electronic wizardry in die marketplace 




Innovations include self-scanning 
systems, interactive touch screens, 
talking checkouts and even systems 
that identify fresh products by smell 


T here was a time when 
electronic in-store 
systems were limited 
to electronic point of sale 
(EPo S), bar-code scanners 
and maybe a few hand-held 
terminals for staff to use for 
inventory control or price 
checking. Not any more. The 
technical gadgets In use can 
range from radio-controlled 
price tags to touch-screen 
displays; Tram Intelligent 
bar-code scanners that will 
automatically advise super- 
visors of poorly printed 
labels, to tracking systems 
that will monitor the exact 
location of shoppers and 
their trolleys. 

Significantly, too, more of 
these gizmos are in the 
hands of shoppers; selF- 
checkout system - as pio- 
neered by Albert HeiJn In 
the Netherlands - are in a 
growing number of stores 
worldwide, while price-check 
units where customers can 
“read" the bar codes of prod- 
ucts they have selected, but 
may have forgotten the 
prices, ore to be found just 


about everywhere - from 
Tqys RUs to Tesca 

Even more of this 

“hands-on" technology can 
be expected in future. Sym- 
bol Technologies, for exam- 
ple, has added a bar code 
scanner to the 3Com Palm 
Pilot to create a new genera- 
tion of personal shopper 
units which could be given 
or sold at a discounted price 
to the stare's most profitable 
customers allowing them to 
combine home-baaed order- 
ing with self-scanning. 

Then there is the Symbol 
“InfoPen" - a joint develop- 
ment with pen producers 
A.T.Cross which combines a 
conventional ballpoint with 
a bar-code scanner. 

In the US, HighPoint has 
added suitable software to 
create a home-shopping 
device which allows custom- 
ers to swipe printed bar 
codes In catalogues or on 
discarded packages. The 
"shopping list” can then be 
downloaded via the “Info 
Well” to a home computer 
for onward transmission to 
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the retailer. 

“The key to home grocery 
shopping is making it as 
easy as possible for the 
widest audiences.” says Mike 
Liebson, director of market- 
ing for HighPoint. 

According to HighPoint, 
shopping by Info pen take 
less than 20 per cent as long 


as established electronic 
ordering methods. 

Electronic shelf-edge 
labels (ESEL) are also 
attracting more attention: 
they have been slow to take 
off in Europe because of the 
expense, but with dual pric- 
ing needed for the transition 
to the euro currency, there 


THE LOGISTICS CHAIN 


Fresh enthusiasm for EDI 


From previous page: 


same way, completing 
another farm displayed as a 
Web page, which is 
converted to an EDI message 
for transmission to Tesca 
Previously. Kingcup 
Mushrooms posted invoices 
by registered mail, but still 
missed at least a day’s 
payments run. 

The service costs £360 a 
year, for 30 message 
trans missio ns (incoming 
messages are free); at £1 a 
message this is cheaper than 
registered post, and a lot 
Easter, A monthly service is 
available at £45 for seasonal 
suppliers, and there is also a 
one-off message service of 
£4. 


IBM Network Services has 
launched a similar facility 
and is going a step farther. 

It will host extra systems far 
big customers; for example, 
to validate the electronic 
forms as they are completed, 
and to bold standard product 
numbers or pictures which 
suppliers can dick on 
instead of keying in data. 

But although big retailers 
and service companies are 
making life easier for email 
suppliers by offering Web 
services, they do not want 
these to replace EDL 

“Many years' work has 
gone into creating EDI 
standards and industry 
doesn’t now want to devise 
new Web page standards,” 
says Mr Biliinge at GE 


Information Services. “We’re 
well aware of this risk: for 
example, every big retailer 
has its own format for its 
paper forms. We see this 
rather as a way to get small 
firms started in electronic 
trading. Once they seethe 
benefits, we expect them to 
move to traditional EDI. As 
their message volumes grow, 
the cost will even be less." 

Where the Web will be 
used Is in its existing role of 
providing access to 
information, retailers and 
service suppliers. Tesco and 
Safeway, for example, are 
putting up sales data for 
suppliers to see the instant 
impact of promotions and 
other factors, catting 
out-of-stock items and 


disappointed consumers. 

Such developments using 
the Web are, in fact, spin-offs 
from EDI, which creates 
intimate electronic trading 
links between companies 
and fosters cooperation. 

Indeed, studies in the UK 
by management consultancy 
Druid and in the US by 
research firm, Forrester, 
both conclude that EDI use 
will continue to increase, 
even though the Internet 
will increasingly play a part 

“The Internet takes small 
businesses over the initial 
electronic trading hurdle,” 
says Mr Fritz at IBM 
Network Services. “And as 
the volumes grow, they see 
the benefits - and move up 
to EDI.” 


Is more interest. In The 
Netherlands, Hoogvliet is 
the first European customer 
for a new NCR ESEL system, 
DedsiaNET, developed with 
Bell Labs and now being 
installed in the US. 
Hoogvliet wfll pilot the sys- 
tem at its Alpen aan den 
Rijn store. 

“We're getting a lot of 
interest from European cus- 
tomers because of the euro,” 
says TVacy Flynn, NCR vice 
president for food Industry 
marketing. “We believe that 
the single currency is going 
to really drive the ESEL 
business in Europe.” 

Although ESEL tags and 
other wireless devices usu- 
ally communicate in-store 
using radio signals, there is 
growing interest in using 
Internet Protocol (TP) tele- 
phony so that berth voice and 
data can be sent over exist- 
ing store intranets (private 
networks) with no additional 
investment needed. 

Among Symbol’s new gen- 
eration of prototype consum- 
er-focussed scanners, la a 
combined IP telephone unit 
which could be used by 
shoppers to scan products 
and communicate directly 
with store staff to check 
product information. 

"We’re likely to see inte- 
gration of all wireless 
systems within, the store in 


future,” says Paul Duggan, 
sales director at Symbol 
Technologies. That could 
include spread spectrum 
radio, DECT, and facilities 
such as remote monitoring 
of refrigerators and staff 
pagers - and all of that traf- 
fic could be linked, using 
IP." 

Mr Duggan believes that 
1398 will prove to be the 
“year of wireless" as the 
inherent flexibility of cable- 
free systems and new low- 
cost options impact in-store 
systems. 

Touch-screen technology 
Is also on the increase - for 
both staff and shoppers. 
EPoS te rminate such as Sie- 
mens Nlxdorf s SNIkey and 
IBM’s 4695 are being used by 
a growing list of retailers 
which includes Marks A 
Spencer and Tesco. 

For shoppers, there are 
interactive kiosks which will 
dispense recipes or discount 
vouchers on demand. These 
types of kiosk have tended to 
be relegated to quiet comers 
of the store in the past 
because they take up so 
much space, bat now, with 
LCD (liquid crystal displays) 
replacing the traditional 
CRT (cathode ray tube), all 
this is chang ing. 

Touch-screen specialist 
MkroTouch has developed a 
flat screen kiosk system 


which Is already being used 
by boardgames supplier, 
Hasbro, to create in-store 
simulations to promote its 
products. The system, devel- 
oped by Bill co Multimedia, 
has been tested by W H 
Smith, the UK high street 
retailer, where sales 
increases of 80 per cent in 
Hasbro boardgames have 
been achieved as a result 


T here are also systems 
available to monitor 
just how many shop- 
pers really do look at such 
eye-catching displays or 
reach the more remote cor- 
ners of the store. 

Tracking systems, using 
infra-red or video tech- 
niques, have been around for 
some years: in the US, Data- 
tec’s ShopperTrak was an 
early pioneer. The compa- 
ny's UK operation was the 
subject of a management 
buy-out last year, and is cur- 
rently developing mobile 
sensing systems that can be 
used to monitor interest in 
promotional areas or to 
track customers through 
experimental layouts. 

This type of equipment 
could be helpful for “aisle 
analysis” - currently a 
rather theoretical retail aspi- 
ration - to monitor precise 
customer-flows along aisles 
in food and DfY superstores. 


Futurists are also talking 
of image recognition and 
precisely monitoring cus- 
tomer behaviour. “Train, 
tional tracking applications 
of queue management and 
conversion rates are just a 
start." says David Under- 
wood, technical director of 
SWL Retail Systems. 

“We are now developing 
equipment that will be able 
to record precise movements 
so retailers will know if 
someone picked up an item 
and put it back on the shelf, 
rather than adding it to the 
shopping basket That type 
of information will help 
marketeers with product 
design and development” 

If that were not enough, 
NCR has already : been exper- 
imenting with checkouts 
that will "speak” product 
details rather than leaving 
shoppers to read the cus- 
tomer display. And as for 
those smell-sensitive check- 
outs: Scientific American 
recently reported Alan Gal- 
perin's invention erf a sens- 
ing device, built into check- 
out weigh scales, which can 
tell the apples from pears by 
their smell. 

The device compares the 
“scent” from unpackaged 
produce with a file of “refers 
once smells” and will then 
weigh and price the goods 
accordingly. , 




jfelMGS THEY NEVER TELL YOU WHEN H3CJ BUY ENTERPRISE SOFTWARE. 


Knowing what is driving business gives you 
I lie power to influence where it goes. Cog nos 
puts that power in the hands of every manager 
within your entire organisation. Our world- 
leading Business Intelligence software lets 
managers access and analyse multi-dimensional 
corporate data whenever they need It. To 
reveni hidden relationships. To spot hey 
trends und opportunities. 


To plan more effective strategies. To make more 
informed, better decisions, every day. Find out how 
Cognos Business Intelligence can impact your 
bottom line within 90 days by asking Tor a free copy 
ol the Multi -dimensional Manager, the 
authoritative guide to implementing Business 
Intelligence in your organisation. For further 
information and details of our forthcoming seminars 
telephone 07000 4 264667 or visit our web site. 


Want to make a change? 
Go ahead, try to run with it. 


So, you have a new idea. Just see how last you can 
implcia^kwUhBiQacnUaprisc^Aw^YowBistfl^ 
is kkely to be paying for programmers Lo wade through 
& campUaUal mess of cryptic axle. Sound like z speedy 
psopositiaa to you?Chanos ah*. itU take months. And Uie 


up slowing you down. 


designed to change. So you cm make a simple business 


move without dealing a technology raghumre. Or change 
your technology without disrupting your bugnest 

How? One verson of oor software works aww key 
platforms. Windows NT. UNIX, AS/400-*va, ihe 
Inland. So when you need lo nuke a change, you only need 
lo do ii cncc. Which rakes you nimble enough lo read lo any 
opportunity Quickly and easily Thais How enterprise 
soft war ooghuo be. To find oal more, all 01 18 909 1700 
or visit www.jdcdwaidsLconu 


[PEdwards 


Enterprise Software 



w>vw.co£nos.co*n 


rrvmp; 


How IF ovght lo her 


V.W! 




All eJkrp«xfaaii«i<3 niil «*inAawfa« ^ 


Cat ft* m 


Bay Neti 









* i*i tiMT 




- j, 




srket 


FINANCIAL TIMES WEDNESDAY JUNE 3 199 S 




RETAILING 




ONUNE SHOPPING MALLS . By Tom Foremski 


THE VIRTUAL STORE • By Geoffrey Wheelwright 


E-commerce booms but Now fashion goes online 

| |) A nnollc /IIIIAf A successful trial by UK machine and telephone, then it is 

IIlCLUS HO Civile l fashion groups attracts - 

a ^ 9 VlTT Ufph fPnt lOOtc a ^ Thtcri mlitht nnt nvicl if rim M hoi»l5 


Online malls are 
often static and 
dull, far less fun 
than real life 
shopping 


O nline shopping malic 
are an attempt to 
recreate a successful 
real world retail model on 
the Internet, but there are 
problems with this 
approach. and some 
attempts have ended in fail- 
ure. 

Electronic commerce is 
booming as consumers put 
aside fears of sending out 
their credit card numbers 
over the Internet, and as 
they realise the substantial 
cost-savings available. This 
Is especially true in the US 
where buyers can save addi- 
tional money by avoiding 
paying sales taxes on goods 
purchased fnm out-of-state 
retailers. 

The most successful online 
retailers are companies such 
as the onliie book store 
Amazon.Con and CD music 
retailer CENow. Although 
these compinies have yet to 
post a profL they have rap- 
idly becone significant 
online retrilers of specific 
types of products. 

The sanr is not true for 
online shopping malls. Last 
summer. BM quietly closed 
the doors :o its online ip"H 
called Wotid Avenue. Retail- 
ers compldned that IBM had 
done llttb to promote the 
site and, jist like in conven- 
tional mals, it had no large 
retailers t> attract customers 
to the sib. 

US-ba»d Shopping.com 
has also run into trouble. 
The conpany’s auditors 
recently issued a “going con- 
cern" warning, as part of 
Shoppiig- corn's annual 
financia report, that ques- 
tions wicthcr the company 
can coninue as a going con- 
cern. Shipping.com says it is 
seeking additional financi n g . 

“Onlne shopping malls 
offer io compelling value 
proposition,” says senior 
anaiys Vernon Keenan at 
US nwket research firm 
Zona leseoreh. 


“There Is a need to com- 
bine the front office with the 
back office operations of a 
retailer, and they don't do 
that. For large companies, it 
is better For them to set up 
their own websites. Smaller 
companies can benefit, how- 
ever. in that an online shop- 
ping mall can help in mar- 
keting. But just offering a 
collection of links to other 
retail web sites, is not contri- 
buting to the growth of 
Internet commerce.” 

Linking front and back 
office operations is techni- 
cally possible, says Mr 
Keenan. It Is not an easy 
proposition but It could 


Gavin Potter of Coopera and 
Lybramfc 'Leading businesses 
are now competing taidar new 
economic rides' 

become key to a successful 
online mall. Virtual shop- 
ping malls such as the one 
offered by America Online, 
help bring large numbers of 
potential customers to retail- 
ers, but if customers cannot 
conduct transactions unless 
they go directly to a retail- 
er’s website, the online shop- 
ping mall offers little value, 
Mr Keenan adds. 

Sites such as Amazon.com 
are successful, because they 
also take advantage of key 
Internet technologies that 
allow them to present a per- 
sonalised shopping experi- 
ence to each returning cus- 
tomer. For example, 
Amazon.com can offer 


returning customers a list of 
book titles similar to the 
ones they ordered last time, 
and it can offer e-mail notifi- 
cation of titles as they 
become published. 

These personalisation 
technologies are becoming 
key factors in driving online 
sales, especially if companies 
can combine them with 
demographic data on their 
customers. It allows them to 
quickly notice key trends 
and focus their marketing, 
making it more effective 
than traditional marketing 
methods that are more 
broadly targeted. These are 
areas where online walk lag 
behind. 

There are also other devel- 
opments that may make 
online shopping mulls redun- 
dant. There are projects 
under way to develop so 
called Intelligent agents. 
These are essentially small 
software programs that 
would roam from web site to 
web site, collecting pricing 
information on various prod- 
ucts. Customers could then 
choose the online retailer 
based on best price and any 
other factors such as service 
and availability. 

Online mulls may be able 
to succeed by using various 
lures to attract shoppers. For 
example, NCR’s Knowledge 
Laboratory and University 
College London have jointly 
developed an “on-line soap 
opera" to help online shops 
market their products to 
consumers. 

The soap opera stars 
Reiko, a virtual Japanese 
student in London who 
shops for designer clothes 
and CDs, and goes to restau- 
rants and club6. By clicking 
on what Reiko recommends, 
consumers can find out 
where to buy particular 
items and order on-line. 

“Most shopping on the 
Internet is boring. The tech- 
nology is there but people 
haven’t taken to virtual 
malls. Our own research 
suggests that one of the 
main reasons for this is 
because they are static and 
dull, far less fun that real 
life shopping,” says Dr Step- 
hen Emmott, director of the 


NCR Knowledge Lab. “You 
need to get a mass of people 
hooked in the same way as 
they hang on every episode 
of a TV soap opera. Reiko 
was created to do just that" 

Dr Emmott and his col- 
leagues believe that consum- 
ers may be more likely to 
accept shopping advice from 
such virtual entities as 
Reiko, that they have devel- 
oped an affinity for, rather 
than a simple text message. 
This is similar to associating 
the face of a famous modal 
with a fashion house or a 
cosmetic line. 

While online shopping 
malls are currently little 
more than marketing 
vehicles, they, and other 
online retailing sites can 
still drive product sales, 
even If customers don't shop 
online. A survey from US 
market research firm Cyber 
Dialogue, says that many 
customers look at online 
retail sites to gather infor- 
mation about products, but 
then buy them from local 
retailers. The survey esti- 
mates that $42hn of US con- 
sumer goods and service 
sales were influenced by 
nnllnn information in 1997. 
compared with $3.3bn in 
actual online sales. 

“Hie Internet is becoming : 
an integral part of the pur- 
chasing process whether the 
purchase is made online or 
offline.” says Peter Clem- 
ente. Cyber Dialogue vice 
president. 

Today's leading businesses 
are competing under a new 
set of economic rules by 
exploiting the virtual infor- 
mation-based parts of their 
business, says Gavin Potter, 
a partner at Coopers & 
Lybrand Managament Con- 
sulting (www.uk. Coopers 
.com). 

His new book. Business in 
a Virtual World - co-written 
with Fiona Czemiawska, and 
due to be published on June 
19 - argues that lasting com- 
petitive advantage will only 
be gained by converting the 
physical elements of a busi- 
ness into virtual assets - far 
example, by selling over the 
Internet, rather than via a 
retail outlet 


A successful trial by UK 
fashion groups attracts 
2.7m web requests a 
month - 70 per cent of 
buyers were women 

T he Internet has made it possible 
for new entrants such as popular 
online bookshop Amazon.com 
(see report, left) to establish 

Internet -only stores and steal a march 
on their rivals. Other retailers who 
have been quick to seize the 
opportunity include software vendors, 
record stores, and specialty food 
retailers. 

The challenge facing the hundreds of 
retailers hoping to emulate the success 
of these pioneers is finding the 
common thread between them - what 
makes a good online store? It would 
seem, at first blush, that the immediate 
answer to this question lies in seven 
words: “We will haw to order it in." 

Any consumer who has ever beard 
these seven words is a candidate for 
buying online. Whether you have 
heard them spoken at a book shop, 
vehicle parts store, delicatessen, record 
store or even a computer shop, you 
know two facts: firstly, that you are 
not going to get what you want, right 
away. Secondly, you know that you 
will have to rely on somebody else to 
obtain it for you from a third party. 

Stock levels 

To many of us, this seems a distinctly 
unsatisfactory state of affairs. It is 
reminiscent of the famous Monty 
Python "cheese shop” TV sketch where 
John Cleese enters and begins asking 
for all manner of different cheeses, 
only to be fobbed off at every turn by a 
grinning Michael Palin. At the 
conclusion of this repartee, Palin 
admits to Cleese that he has b->en 
“deliberately wasting” his time. Cleese 
replies: Tm sorry, but I’m going to 
have to shoot you.” 

Now many of us may not feel this 
strongly when we cannot obtain what 
we want from a retail outlet, but It is 
clear that customers do not want to be 
disappointed - they do not want to 
wait 

Virtual stores on the World Y7>de 
Web offer a chance to put an end to uli 
that they offer us the promise of being 
able to instantly order whatever we 
want The goods will almost never be 
out of stock - because the retailer is 
prepared far substantial worldwide 
demand - and the retailer will 
guarantee shipment to you within a 
very short period of time. 

At least, that's the theory. 

Companies that have been able to turn 
this theory into reality - such as 


Suppliers In the e-commerce sector hope 
that more customers wffl avoid the traffic to 
stay at home to shop online 

Amazon.com - have found great 
success. But they need a lot more than 
a good website, an ability to source 
“hard to get” items and a commitment 
to customer service in order to make it 
happen. 

They also Deed a good relationship 
with their suppliers - so that they can 
despatch items in the times that they 
promise - and they need a reliable 
method of shipment. Many have turned 
to courier companies, such as Federal 
Express and UPS, to provide the 
shipment - and they are increasingly 
using electronic commerce solutions to 
build links to their suppliers that 
t retire they will hare the supply or 
goods needed to satisfy- customer 
demand. 

According to Robert Humphrey, a 
vice-president of European operations 
at leading electronic commerce 
: oft ware maker. Sterling Commerce, 
virtu. - ' stores cannot buy into the idea 
of electronic retailing in a half-hearted 
fashion. He suggests that they will 
make little headway if they use a great 
website to take customer orders, but 
then use old-style technology to get 
products shipped to them from 
suppliers. 

“'n terms of education, our challenge 
is in giving retailers to understand 
that they wl^ benefit from expanding 
their electronic commerce programs." 
Mr Humphrey says. The other side of 
this equation lies in getting suppliers 
to meet demand from retailers to do 
business electronically, he adds. 

If a retailer runs a website selling 
auto parts, but has to transmit its 
orders to parts suppliers via fax 


machine and telephone, then it is 
leaving itself open to some big 
uncertainties about delivery times. 
These might not exist if the “back end" 
of the process was ns automated as the 
front end. ‘You need to look at how 
you make EDI (electronic data 
interchange! and electronic commerce 
strategic in your business “ adds Mr 
Humphrey. 

Retailers who run virtual shops need 
to be careful about the way In which 
thry approach their suppliers in 
requesting electronic commerce links. 
“To succeed, there clearly needs to be a 
willingness for the retailer to 
understand the supplier's capabilities." 
concludes Mr Humphrey. “1 think the 
retailers who understand the real value 
of electronic commerce know that they 
can't do it without the successful 
co-operation of their suppliers. 

“U can’t he a situation where the 
retailer comes in and says: i am the 
big retailer and you have to do this to 
keep ray business.' You have to 
understand the supplier's capabilities 
and requirements - and then explain 
why electronic commerce is good for 
them as a supplier." 

Clothing sales 

Common sense would suggest that one 
area that might not be appropriate for 
Internet shopping is the clothing 
industry - where customers arc used 
to being able to “try on" any clothes 
they wont to buy to ensure that the 
look and feel right before they put 
down their money. 

A recent Internet fashion shopping 
trial by the Arcadia Group (previously 
the Burton Group) and 1CL. (he 
UK-based computer services company, 
however, does not show this to be the 
case. 

TTie companies recently announced 
that their six-ruonth trial has been so 
successful that they arc about to 
launch what they claim is the world's 
largest fashion shopping site online. 

The trial involved seven high street 
fashion brands, including Evans. 
Dorothy Perkins, Principles. Top Shop. 
Racing Green and Burton Menswear. 
Their trial site delivered a total 
average of 2.7m page requests per 
month - and, during the trial. 70 per 
cent of buyers from the on-line stores 
were women. 

A preferred method of payment was 
apparently with the Arcadia Group's 
Store Card, which the companies have 
Interpreted as meaning that customers 
perceive a higher level or security 
when making online transactions with 
a store card. It could also mean that 
the customers involved in the trial 
tended to have more “spending room” 
left on their store cards than on other 
credit cards. 
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POINT-OF-SALE SYSTEMS . By Mark Vernon ' '!• . . 

Technology should be 
invisible to customers 

Opinions arc divided over the 
benefits of self-scanning systems in 
terms of improved shopping speed 
and cost-savings for retailers 



Advanced integration: the new Tosco stqwnnariCBt in Pitsea, Essex, is equipped with more than 70 Siemens Nixdorf 1 Beetle ’ point-of-sale 
terminate. The Tesco Process project Inte gra tes scanning systems with the new termi na te 


U n’lkely is it may 
seem, print-of-sale 
systems in high 
street retail store have been 
making the IT leadlines in 
recent months. 

In an envioameot of 
escalating comietition and 
sensitivity to service, the 
technology thathas the clos- 
est contact wth the cus- 
tomer can male or break the 
differentiates with which 
the company sets ont its 
stall in the nurfcetplace. 

However, Achie Norman, 
the chairma of the UK 


supermarket giant, Asda, set 
the cat among the pigeons 
when he told the Oracle 
Retail Forum that there was 
no competitive advantage to 
£ront-of-bouse IT systems. 

“Technology should' be 
invisible, " he says. “Self- 
scanning is intimidating. 
Our customers don't want to 
be computer operators.” 

Self-scanning machines 
are certainly at the experi- 
mental stage in Britain, as 
indeed they are in the US, 
where they are becoming rel- 
atively common. 


"We have found that self- 
scanning appeals broadly 
across all markets, though 
there will be differences 
between Europe and the 
US,” says Tracey Flynn, 
vice-president of food Indus- 
try marketing at NCR. 

“The band-held unit tends 
to appeal to shoppers of lots 
of goods, whereas we expect 
the front-end self-check ont 
to be more useful for a 
smaller number of items.” 

Mr Flynn does admit how- 
ever, that the systems in 
place today fail on both the 
criteria crucial for their 
adoption. 

“They have to make the 
shopping experience better 
for the customer, which 
means quicker.” he says. 
“And the pilots must show 


savings to the retailer in 
terms of labour costs." 

He believes that both these 
issues will be addressed in 
time, as retailers understand 
better how to manage new 
solutions while customers 
become more familiar with 
these innovations. 

“We now have a machine 
which looks like an ATM. 
that most familiar of self-ser- 
vice devices,” he adds. 

Meanwhile, ICL, the UK 
computer services company, 
and RTC are pitched against 
each other by Sainsbury for 
trials to run in June in the 
bid to win the lucrative deal 
for pointof-sale delivery to 
400 British stores. 

Functionality and flexibil- 
ity are the key drivers in the 
multi-million pound invest- 
ment as open systems allow 
the company to cope with 
the changing needs of the 
business as well as adopt 
best-of-breed technology 
without having to deal with 
platform clashes. 

Marks & Spencer is 
another high street brand 
spending in this area, again 
in an effort to move the com- 
pany's IT forward to meet 
future demands. 

“The goal is to install in- 
store systems that will 
‘speak* to one another.” says 
Moira Naim, store system 
development manager. 

Working with Microsoft, 
the world’s largest software 
company, and ICL in partic- 


Europe by the aut umn of 
1999. 

“We were looking for mod- 
ular industry standard tech- 
nology that accommodates 
changes well. This allows us 
to tender competitively In 
the future,” says Ms Naim. 
She notes that the company 
is involved in substantia] 
expansion activities, particu- 
larly in Germany. 

The specification of the 
new system was developed 
as both a business and tech- 
nology project, including 
staff from the head office 
and stores, as well as con- 
tacts within the retail IT 
supply base. 

“We looked at trends to 
ensure that our technology 
was at the right point on the 
development curve.” says Ms 


need a system that is scal- 
able so that it can meet var- 
ied individual store require- 
ments.” 

The approach of European 
Monetary Union was also an 
Issue. The basic philosophy 
is to install a system with 
the maximum flexibility for 
responding to possible policy 
initiatives over the period up 
to the full introduction of 
the euro in 2002. 

“This was an interesting 
aspect of the project because 
□either ICL nor ourselves 
could determine exactly 
what the requirements 
might be,” Ms Naim 
explains. “But we have a 
multi-currency facility that 
allows us to accept euros in 
the future." 

Apart from Emu, a num- 
ber of benefits accrue, both 
tangible and intangible. The 
tills are easier to use, which 
saves on training time, and 
Quieter and quicker to run. 


which pleases both staff and 
customer. 

Receipt quality is much 
improved, which again 
enhances customer service, 
and the paper audit roll has 
been replaced by an elec- 
tronic journal which makes 
for much readier access to 
the record of transactions. 

In future. Ms Naim sees 
the possibility of integrating 
the system with stock man- 
agement controls. 

Smartcards made their 
first appearance in Britain at 
the point-of-sale in March at 
Morrison’s new supermarket 
in Nottingham. 

A pilot scheme is being 
run in conjunction with IBM 
and Barclays Merchant Ser- 
vices in the effort to fight 
counterfeit credit and debit 
card fraud as part of the 
Association for Payment 
Clearing Services integrated 
chip card trial. 

“Our Nottingham store is 


the proving ground for what 
we hope will be a successful 
trial,” says Rod Smaldon. 
Morrison's IT director. 

Another interesting point- 
of-sale development taking 
place in Londis stores is for- 
mat pricing. This technology 
recommends selling prices 
that are appropriate to the 
type and context of the out- 
let. 

For example, a conve- 
nience store next to a super- 
market may be well advised 
to price cigarettes differently 
to maintain a differentiator. 

“The technique enables 
retailers to maintain mar- 
gins but ensure that on a 
price comparison basis they 
are competitive." explains 
Keith Goddard, information 
systems director at Londis. 

Point-of-sale technology 
seems set to keep cutting 
prices for the retailer, if not 
the consumer too, for the 
foreseeable future. 



Studsntsiyfor meals, using an IBM 4695 touch-screen system 


ular. Marks & Spencer will Nairn, 
have NT workstations on the “It had to be a good in vest- 
sales floor and in the back ment for the fixture, but not 
offices of its 320 stores in so new that reliability could 
Britain and mainland not be guaranteed. We also 
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Bight decisions 
* a*e vital for 
e commerce 


It ] relatively easy to set up a 
wesite, but once the orders begin to 
in'ease, it becomes a challenge to 
see business operations. 


V hen it comes to 

back office systems 
for retailers, the 
dee of systems can be 
dial, especially if a 
i - epany wants to expand to 
to advantage of online 
amerce. 

Jarosaft’s Windows NT is 
gainly making headway 
jhe retail sector through 
tow price, and lower 
ces for NT applications 
spared with Unix 
Stems. 

For some companies. NT 
akes a natural choice 
pedally if they have 
ready standardised on 
[icrosoft software in other 
arts of the organisation, 
tor others, Unix still 
bmalna the best choice, 
iffering more functions, 
Reliability and security 
* - features, compared with 
WindowsNT. 

i But Microsoft continues to 

improve Windows NT with a 
(Si gnifi cant upgrade coming 
tout next year, and although 
Jit does not match all the 
■ capabilities of the much 
' older and more established 
! selection of Unix systems, it 
r is gaining converts. The UK 
' department store, Harrods, 

! for example, is gradually 
i moving away from a mixture 
. j of proprietary technologies 

; towards Windows NT. 

' "Training times have been 
: cut by two-thirda and 

; elapsed time to service 
! customers has been reduced 
’! by 65 per cent We have also 
! experienced soft benefits 
• i such as improved customer 
t at service through itemised 
tW receipts," notes Jim 

Chm tomenico. IT director at 
j Harrods. ] „ 

• I Other i«»riing UK ft toilers 
such as Marks & Spencer 

and Allied Carpets are also 

. installing Windows fTT 
systems. But for wipe 
: 1 companies Windows NT or 
j Unix are not the only 

. ; Choices. UK camera retailer 
Jessops recently opted for a 
j . back office operating system 
called Real/S2 from UK-based 
. Intelligent Micro Sdlware 
on’ which to build a 



. ; ' "If we opted for . Windows 

■j NT, we’d have to replace an 
^ of our existing hardware, up 
i a to 400 terminals, would 

'•4r- have proved difficult 

support remotely, 01 ,. 

' ourbnu^numofsrearen 

1 Computer literate, and Unix 

would have presetted 
procedures that oere too 


complex for them. 

“Really, we were looking 
for a multi-tasking solution 
that enabled us to keep all of 
our existing hardware and 
application packages with 
piitiiwmi disruption," says 
Jessops’ operations and 
systems manager, Yasmin 
Teja. 

While Jessops' choice was 
constrained by its legacy 
systems, for retailers looking 
to move to online commerce 
through the Internet, the 
choice of Windows NT or 
Unix becomes a strategic 
one. 

"NT is making headway in 
terms of electronic 
commerce applications, but 
there are some issues of 
scalability that mean that 
Unix still remains a key 
choice for many companies,” 
says senior analyst Vernon 
Keenan at the US market 
research firm. Zona 
Research. 

The challenge with online 

I Windows NT 
is making 
headway in 
electronic 
commerce 
applications 


is that a retoiler 
e just how much 
capacity it must 
too tittle, and a 
i quickly be 
-urningaway 
I users who may 
aek. Pat in too 
city and you tie 
h money 
oiall numbers of 


upon the best 
is a challenge, 
ant to have a lot 
d up in systems 
e - and then 
ns of scaling up. 


choice, making 
ale up quickly 
there, - says 


ildng at the 

ton conference 
SCO. 

k to scale up 
»r NT and 
the reputation 

-A fkkntna fnr 


its out Mr 
ia. The choice 




of operating system for back 
office operations is less 
important than choosing the 

lands of services retaHera - 
need. This is vital in online 
commerce applications as 
retailers rush to set up 
web-based ordering and 
transaction processing 
systems. 

While it is relatively 
simple to set up a website 
and offer information on 
products, and then add 
online ordering features, it is 
another matter to have a 
full-fledged commerce site • 
with all the back office 
functions such as 
order-processing, customer 
service, shipment-tracking 
and other features. 

TO fulfil such demands, 
US-based OrderTrust was set 
up In 1995 to offer order 
processing services to 
retailers. It operates a large 
network that bandies many 
of the essential back office 
functions tor a retailer, 
while plugging Into their 
existing IT systems. 

“Retailers have to ask 
themselves whether they are 
marketers or technical 
specialists. Building a hack 
office system can be veiy 
expensive and complex, and 
with many retailers dealing 
with year 2000 and 
maintenance issues, they 
don’t have the resources to 
build such systems,” says 
Tom LiUe, president of 
OrderTrust 

The OrderTrust network is 
being used, by online 
retailer. Impulse 
BuyNetwork, for example, 
ngin g web banners on 
popular, web sites, such as 
Yahoo!, to connect more 
than 15 leading merchants 
and allow them to quickly 
shift excess inventory at 

bargain prices. 

OrderTrust handles an 

parts of the sales 
transactions, checking credit 
card information, 
shipment-tracking and 
order-processing. 

"A lot of retailers don’t 
have a direct sales channel, 
so getting into web 
commerce is a challenge. It’s 
easy to set up a web site, but 
once orders begin to 
Increase, it becomes a 
challenge to scale 
operations. We can handle 
all of the orter-proceG&mg, 
allowing retailers to 
concentrate on marketing, 
suppliers, and managing 
their customer 
relationships,” adds Mr Litle. 

OrderTrust also offers its 
clients customer analysis 
services that help th e m 
maintain customer 
relationships and bring them 
back far new soles. 



Acceleration lor demanding 
business graphics 


The business world 
moves at warp speed 


Can your PC display keep up? 

Europe, Asia, America. You need global market data - now. If the graphics 
cart* inside your PC isn't from Matrox, your display could be slow and unreliable. 
At worst you could be left waiting while your competitors close the deal. 

For the fastest, most reliable displays, you need the world’s best selling 
graphics card. The brand with twenty years of experience, it’s the one blue 
chip companies Like Compaq, Dell, HP and IBM choose. You need Matrox. 

Visit our web site at www.matrox.com/maa 
or call 07000 4 MATROX 


*A Matrox graphics card wflL- accelerate 
PC performance, increase resolutions 
and colour depths and eliminate 
eye-strain caused by monitor flicker. 
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ccording to research 
ffio mtly conducted by Data 
^Warehouse Network, 60 per 


&dH° produce 

>p3f»a Kelly, the company’s 
man agin g director, says a nervous 

CtePUTdte culture, rather- thaw 

uec&aologlcal issues, are 
respansflde for thta pf Aw 
“A wide range of political, 
cultural, organisational and project 
mana gement and mfemgngg p p p n t 
causes are responsible tor this 

state of affairs," said Mr Kelly, 

while addressing last November’s 
Data Warehousing conference in 
London. 

These causes all come into effect 


but they should all be taken 
account of in the initial stages, 
especially during the feasibility 

Study, project planning W Ol l M h OPB 
and writing the project charter, he 


In the same venue, seven years 
earlier, similar reasons were given 
for the 70 per cent failure rate of 
executive information systems 
(E3S). Both the data warehouse and 
EIS provide managers with 
information to help them make 
decisions. An EIS takes 
summarised data from a range of 
tr an sactional systems and stores it 
in a muM -dimensional rtatahasg 
where it is accessed by powerful 
graphical software tools. 

The data warehouse takes 
t ransac tional, rather than 
summarised data and stores'-jt in a 
relational database, where it can be 
accessed by a wide variety of tools. 




No quick-fix solutions 


Decision-support 
applications still fail, 
but success can come 
with proper planning 

The data warehouse is the more 

powerful tool in terms of its ability 

to use detailed customer 
information for a range of powerful 
applications throughout a 

company. However, data 
warehousing brings oat all the 

■amp manngpmant i«q mRB and 

corporate cultural problems as an 
BTS and is designed and built in a 
rirniiar manner. 

“IT organisations think it is good 
to build a warehouse, but are 
disappointed because it solves no 
problems," says David GelarcU, 
program director of business 
intelligence marketing for IBM’s 
new server group. 

“You need a specific business 
problem to drive it, involving users 
who can benefit from good Quality 
data. You should start with a small 
pro toty pe, even based on a single 
individual, an d then begin to build 
up the big warehouse.” 

One approach to controlling a 
data warehouse implementation is 
the use of stand-alone “instant” or 
pre-bunt data marts. A properly 
conceived data mart is a small 
departmental decision-support 
database containing a sub-set of 
data from an underlying data 
warehouse. It is designed to give 


just that particular group of users 
the data they need for their specific 
business requirements. 

However, “instant” data marts 
dispose with the cost and 
complexity of the underlying data 
warehouse and are fed directly 
from the transaction systems. 

One difficulty Is that it foils to 
provide a single Integrated view of 
the organisation and Its customers. 
Microsoft, tiie new kid on the data 
warehouse block, is the only 
mainstream database vendor to 
succumb to the seductive 
attractions of Kata marts. 

In the past, stand-alone data 
mart salesmen may have promised 
low costs and a quick return, but 

not explained that islands of 
diverse information are being 
created that do not give a unified 
view of the business and Its 
customers. Data marts are not 
miniature versions of data 
warehouses and miss the primary 
goals of flexibility, extensibility 
and an ^plication-neutral data 
model of a data warehouse to 
support strategic business 
intelligence, says Kevin Strange, 
an analyst at the Gartner Group. 

"Instead, they bring back many 
of the mistakes of the past, so 
organisations should prevent the 
proliferation of stand-alone data 
mart” Bwn* that the data 

warehouse is used as the source for 
data marts.” 

Forester Research believes that 


most data warehouses are simply 
misconceived as passive containers 
of data. "It's an evolving 
application that, has to continually 
change with the business,” says 
Ted Schadler, a software strategy 
analyst 

Decision-support systems are on 

the cusp of explosive growth in 

investment, scope and 


need to build their warehouses as 
dynamic learning systems In order 
to detect change early. This 
enables rapid business learning 
through feed-back loops that allow 
new ideas to be put into action 
with minimal delay.” 


A survey of Fortune 1000 
companies by Forrester 
shows that 70 per cent of 
respondents want business people 
to build data warehouses. 
“Business skills and a user 
perspective are essential to data 
warehousing." says Mr Schadler, 
“along with technical and project 
managemen t skills.” 

One attempt to improve the 
return on investment of data 
warehouses is to build industry 
tem plates that solve the problems 
faced by ♦hat particular industry, 
such as “chum” in the telecoms 
industry, where a data warehouse 
can identity the characteristics of 
customers most likely to move tn a 
competitor. 

Consultants Price Waterhouse 







were the first; Data Warehouse 
Network is also involved is several 
such initiatives, including one with 
Oracle, the leading database 
vendor. Forrester believes that 
smart integrators win btdld 
practices around vertical markets, 
such as financial services, 
retailing, telecoms and utilities. 
The secret of a successful 

decision-support system, such as a 
data warehouse, is to start with a 
small im p l ementati on, but to 

execute as part of a sensible 
overall strategy. Mr Kelly 
recommends the 8(h2Q rule: “ Ei g h ty 
per cent of the potential benefit of 
a data warehouse is obtained from 
a design that is only 20 per cent 

rigorous. 

“The most successful data 
warehouses have been designed 
topdown and sacrifice detailed 
riwrfg n in favour of establishing a 
high-level data model." 

Companies should take careful 
note of the mntinning high failure 
rate of all forms erf decision 
support systems. But, for from 

brin g iHwrnTragnri, thpy ahnnlrt 

take it as a warning that the big 
competitive advantage of better 
data exploitation only comes 

th-mn g h careful fatt-fal planning . 

Most of all, potential buyers 
should ignore any vendor that 
offers a quick-fix solution, since 
sustained long-term c o m petitiv e 
advantage does not come 
overnight 


systems with 
military zeal 

A large-scale data warehouse tracks 
global sales for the Army and Air 
Force Exchange Service 1 

W ith Wm in sales, a implement! the data ware- 
retafler on US mdi- house, get tte data out there 
tary bases ranks as and develop the repeats. 


W ith $7bn in sales, a 
retailer on US mili- 
tary bases ranks as 
one of the larger global retail 
operations - yet its activities 
are not widely known. 

Back in 1994, the Army 
and Ah Force Exchange Ser- 
vice. (AAFES). was an early 
implementor of a large-scale 
data warehouse, one that 
still ranks among the largest 
in use. 

Daily sales data collected 
for the warehouse come 
from some “225 general mer- 
chandise stores about the 
size of a WalMart store, pins 
600 specialty outlets, 125 
food courts and 12S Burger 
King restaurants. 

AAFES, which operates 
retail stores on US ndUtary 
bases and posts around the 
weald, is required to make a 
profit and funds 96 pear cent 
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si on- support) 
enable used 
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Full develi 
from business! 
to production. ] 
months . The tw 
c ations were <k 
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line In Augu 


is the flexlbil- 
tyers to create 
arts.” 

r 1997, AAFES 
he first of the 
ms on an NCR 
la separate sys- 
PCR 5100 pro- 
iof-aale data, 
im was a deci- 
m system to 
n to access 


is only four 
other appb- 
flpped later. 
p detailed 
t customer 
fraught an- 
al 1997; the 


tracks, Varebouse 


of its operating budget from. Inventory 


fashion 

Us sales. goods and was lade avail- 

AAFES’s top corporate able in October >7. 
goals read much like those About 120 u»a access 
of the private-eector retailers these systems. 1 
with which it aggressively Now. after an iiial leam- 
competes: improved cus- mg curve, say&fr Santy, 
tomer service; retention of “users are ‘an th| own 1 to 
existing customers; maxim- access the data. 4} create 
ising sales .while reducing their own report§»mxoini- 
costs; and the implements- mal interface wu the IT 
tion of new technology to group.” . ..'I ■ 

give AAFES competitive Flexibility an tbaont end 
advantage. has been enhancsiby the 

The retail organisation DSS Server 5.0 wM.has a 
goes after technology with “data marting” Action, 
military zeal. In 1994, says Mr Santy. . I 
AAFES put itself on the Simply defined,! data 
i parting edge by Unking up mar t is a subset d data 
with NCR to implement a warehouse. If usersfestrLct 
large Teradata database to themselves to oerti sub- 
capture daily point-of-sale seta tit data, the quag can 
data. Along with the data be processed mnclmore 
warehouse, the NCR/AAFES quickly. .1 

team developed a visual- In the past, deflniai data 

basic front-end to be used as mart was a technjatask 
a decision-support tool by assigned to a d abase 
buyers. adminis trators Or Qth lMTS 

..Since, then;- .the, ; needs ■ o£. typesv.- It .also iBvolvwkgo- 
the organisation have ing updates of date meto 
grown, and in late 1996, make sure the data w*nr- 
AAFES scaled up from its rent 1 


mal interface wnthe IT 
group." . .. i ■ 

Flexibility on tbaont end 
has been enhancoby the 
DSS Server 5.0 wjbl.has a 
“data marting” Action, 
says Mr Santy. , I 
Simply defined;! data 
mart is a subset « data 
warehouse. If usergfestrict 
themselves to oerta sub- 
sets of data, the quas can 
be processed mnclmore 
quickly. .1 

In the past deflninidata 
mart was a teebnidtaak 
assigned to a dabase 
administrators or otaMLS 


New system 
gives rapid 
analysis of 
$7bn worth of 
global sales 


original NCR 3600 system, 
with 800 gigabytes of space, 
to an NCR WaridMaik 5100 
with more than 900 giga- 
bytes for the Teradata data- 
base. 

But AAFES’s needs grew 
in other ways as welL As 
users became more familiar 
with what the data ware- 
house could provide, they 
began requesting additional 
data items and changes to 
the “canned reports” on the 
front-end system. User 
requests were funnel ed to 
the MTS department, and all 
changes were placed into a 
traditional development 
Cycle of prioritisation, cost- 


make sure the data w*ur- 
rent 1 

Under the DSS Sefvfc.O, 
the system can be instiled 
to automatically update 
table at a user-defined^ 
quency. essentially cre&g 
a dynamic data mart til 
without the database adL 
Istrators Involvement. W 
overall effect is to deert 
information system invd- 
ment and therefore devA 
meat ttmw- 1 

So, if a user wanted tol 
a report with just those a 
tamers who have a status 
“active duty" and have ma 
at least one purchase ov 

$25 in tiift last wr mm rtB 

the “data marting" functil 
not only enables that tan 
of Information to be create 
but also saved and antomafl 
cally updated. | 

The user could do thi 
every month, creating a ta 
lor-made, decision-suppoz 
report without MIS involve 
meat. 

With the implementatio] 
of the new date warehouse 
AAFES has provided two bij 


ing, development, testing benefits to its end users; 1 



and validation. 

The problem was that 
requests for report changes 
could take up to two months 
to itn piwnmt under the tra- 
ditional development cycle — 
users wanted their informa- 
tion now. 

One of the discoveries 
from its initial involvement 
with a data warehouse 
Implementation was that 


first, AAFES has avoided 
locking users Into predefined 
queries. The MlcroStrategy I 
toolsets enable users to 
change queries and repeats 
“on the fly”. 

The system also provides 
access to daily information, 
which was not readily avail- 
able for catalogue-depart- 
ment users and user in other 
areas. “Now we have the 


users required flexibility In data by day, " says Mr Santy. 
determining the reports and “Before, they would have to 


data they wanted to see. 

In 1997, AAFES was able 
to apply this facility as it 
implemented Its second 
large-scale data warehouse - 
one that would host deci- 
sion-support applications for 


wait and capture the results 
by wfeqk or month.” 

As companies have discov- 
ered nin many Industries 
besides retail, users’ appe- 
tites for information grow 
along, with a data ware- 


tts catalogue nmrribanriteing house. iTfcis sets up a classic 


and retail marketing areas. 

As the project began tak- 
ing shape, AAFES went out 
to the marketplace to evalu- 
ate front-end system “My 
marching orders were to find 
something flexible, quick, 
and inexpensive.” says Mike 
Santy, senior data adminis- 
trator for AAFES. 

In the summer of 1997, 
AAFES became one of the 
first users of DSS Server 5J) 
by MicroStrategy. The DSS 
Server is an on-line analyti- 
cal processing engine and 
works with another -Micro 
Strategy - product, DSS 
Agent, to provide the ded- 
aion-support user-interfoca. 
j For thte secahd implrauQ- 
1 tatfon, “c wiped regatta" 
were out, and flexible query- 
, teg capabilities .were in. - 

“The biggest push -to have 
these other : . applications 
developed was. really time,” 
saw l&JSttatv. '^We needed 


conflict .in organisations, 

between the keepers of the ! 
data, tie MIS professionals, 
and the users of the data. 

The irend,. however, is to 
bypass IMIS by giving end 
users more and more control 

M l For many 
turnouts, pro- 
data to buy. 
han a static 
© is a deci- 
idect that has 
skied in the 


sfon-sU] 
only b 
recent ; 
Now, 


online analytical 
(Olap) tools and 
other p pees of decision- 
support ifrastructure have 
become tore sophisticated, 
retail ma agement informa- 
tion systc n departments are 
better selto serve their two 
demandb { customers: the 
consumer and ihe end-user 
of infonumon. 

I Gary Robins 
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New deals are 
emerging 

1 » i 


The. relationship between the 
world of sport and the IT 
industries is changing, as many 
areas of sport are run more like 
businesses, reports Rod Newing 


T he relationship 
between' the sports 
and information tech- 
nology industries has always 
been dose, with IT having a 
role in the Olympics since 
i960. But the nature of the 
relationship is changing 
Originally, the sports 
industry needed IT services, 
but did not want to pay for 
th e m . “The sports industry, 
leagues and associations 
generally want to save as 
much money as possible In 
order to spend it on players 
and other elements of the 
sport," says Bill Moses, vice 
president for broadcasting, 
cable and sports Industries 
at IBM. 

The solution was for the 
sports industry to offer mar- 
keting rights as payment, 
with the IT industry finding 
attractive opportunities for 
exposure m front of a wide 
audience. 

In this way, when the 
McLaren Formula One rac- 
ing team needed powerful 
workstations, McLaren 
offered Sun Microsystems 
(UK) limited marketing 
rights ■ as payment. Sun 
found the exposure so valu- 
able that a fully-fledged 
worldwide partnership has 
grown up between the two 

rampaniftg 

In general, while sport is 
Increasingly dependent on IT 
services, the main IT ven- 
dors receive little income 
from it. Far instance, the IT 
budget for France 98 - 
organisers of footballs' 1998 
World Cup - was originally 
set at $40m, yet very little of 
It will ever be spent 
“We recruited EDS, the 
information services sup- 
plier, Hewlett-Packard, the 
computer systems company, 
and '’Sybase, • the' : software' 
company, as technology 


sponsors because they can 
supply everything that's 
needed," says Philippe Veer- 
veer, IT director for France 
98, who was previously 
involved with the AlberviDe 
Winter Olympics. 

"As a result of external 
benc hmar king, we fed that 
the marketing value is 
greater than the services we 
are providing," says Ms 
Wynn Willis, director of mar- 



IT in 
SPORT 


In the month of the 
World Cup, FT writers 
look at the increasing 
impotthnee of (Tina 
wkferange of sports ■. 


keting programmes for EDS. 
In fact, Mike Shelton, mar- 
keting director for Sybase 
Europe, admits that Sybase 
even pays cash over and 
above its contribution, to 
benefit from a higher level of 
sponsorship than it provided 
in 1994. 

In the past, the IT industry 
has "earned'’ many' areas of 
the sports industry. Because 


IT is needed early, before 
funds are raised, they' are 
the first to be signed up and 

therefore act as bankers, as 
well. Now, however, the 
Sports industry Is in a state 
of transition. 

"Over the years it has 
really depended on sports 
sponsorship to support it 
and to give it the money to 
operate,” says Mb Ell Prim- 
rose-Smith, IBM’s director of 
worldwide Olympic and 
sports sponsorships, who 
was previously managing 
director of World Cup 94. 

"The sports industry is 
becoming increasingly 
driven as a business, with all 
the business pressures and 
dynamics faced by a retail 
food chain or bank. The 
industry is understanding 
that it has to operate as a 
business, which gives us the 
ability to deal with them as 
a normal business cus- 
tomer.” 

The move from analogue 
to digital technology is also 
creating revenue opportuni- 
ties because it gives sports 
organisations the wider abil- 
ities to capture the perfor- 
mances. for which they 
retain copyright, and store 
and distribute them. 

"You can't go in with cost- 
savings - the key is to show 
them how they can make 
more revenue,” says Mr 
Moses. "We make money by 
helping to capture, store, 
Identify and log perfor- 
mances to Identify when it 
occurs and where it occurs 
on the field, and distribute 
them securely. We also help 
to develop new business 
models to exploit the tech- 
nology." 

This could be setting up 
their own television chan- 
nels or Web sites. Far exam- 
ple, IBM has formed joint 
ventures with the National 
Hockey League and Profes- 
sional Golfers' Association of 
America. IBM supplies the 
technology and Die sports 
organisation provides the 
“content" - and they work 
together to exploit it . 

. “The emergence of the 
electronic marketspace has 



Preparing for the World Cup: the organisers - Franca 98- recruited EDS, the Infor ma tion services 
supplier, plus Hewlett-Packard, the computer systems company, and Sytmsa, the software company, 
as technology sponsors “because they can supply everything that's needed," say* Phffppe Veneer, IT 
director for Ranee 96, who was previously involved with the Albenrifla Winter Olympics. EOS also has 
deals with the National Basketball Association, Major League Soccer and the Womens 1 World Cup 


provided the IT industry 
with an avenue to expand 
direct revenue-generating 
opportunities with the global 
events arena,” agrees Ms 
wilGs. 

EDS has deals with the 
National Basketball Associa- 
tion, Major League Soccer 
and the Womens’ World Cup 

- deals that are mmmwriai 
and involve no marketing 
rights. The France 98 World 
Cup Stare is also a commer- 
cial venture with Hew- 
lett-Packard. 

However, ongoing partner- 
ships such as these, plus 
those with the formula One 
racing teams, are still not 
possible with the world’s 
leading sporting events, 
such as football's World Cup 
and the Olympics. This is 
because each event is organ- 
ised by different committees 

- generally, experts on the 
spot itself who have little 
understanding of the 
demands and complexity of 
the TT required to stage it 

Committees are looking 

for maximum f unding and 
therefore may change spon- 
sors. For instance, EDS has 
had to rewrite the France 98 
results system. This had 
been developed to utilise 
Sun Microsystems workstat- 
ions using the Unix operat- 
ing system In 1994, blit 
because Hewlett-Packard is a 


sponsor in 1998, they wrote 
an identical system to run 
on Windows NT Workstation 
on portable notebook com- 
puters. "We have tried to 
py pTain to the sports organi- 
sations that you can't rip out 
your technology every two 
years because you have a 
new technology sponsor," 
says Mr Moses. "Technology 
today requires a longer-term 
strategy." 

I n keeping with previous 
events, the organisers of 
World Cup 2002 win not 
recruit sponsors unto after 
this year’s event Both EDS 
and Sybase hope that the 
next organising committee 
wiD take the existing tech- 
nology arrangements Into 
account 

IBM has a long-term deal 
with the International Olym- 
pic Committee, which 
expires after the Sydney 
Olympic Games in 2000. 
Although it had an option 
until Die end of 1997 to 
extend it by four years, it is 
stffl negotiating to extend it 
by eight years. However, 
there is both an dement of 
sponsorship and commercial 
outsourcing at “best cus- 
tomer price." 

“It was always contem- 
plated that our sponsorship 
would only be a portion of 
what was ultimately needed 


GLOBAL EVENTS 


A showcase 
to the world 

Organising international sports events 
presents unique challenges for IT 
companies, explains Rod Newing 


for the games and that there 
would be an outsourcing ele- 
ment," says Ms Primrose- 
Smith. "The scope of IT 
goods and services needed 
for the games are far beyond 
what we can give as a spon- 
sor, because the marketing 
value was not equivalent to 
the full cost.” 

For example, IBM will be 
paid for operating its 
systems during the Sydney 
Games- 

S wna group, the European 
computer services supplier, 
combines sponsorship with 
commercial contracts. 
Whereas its work for Euro 96 
and this year's Asian and 
Commonwealth Games is 
provided in return for mar- 
keting rights, it has a purely 
commercial contract for its 
work for the Sydney Olym- 
pics and other events. 

It seems that sponsorship 
is providing a valuable 
means of promoting the IT 
industry, yet this must 
surely be a passing phase. In 
years to come, it can only be 
in users' interests for the 
industry to move to a more 
traditional model where the 
sports industry becomes a 
Kignjfirant net source of rev- 
enue? 

Sponsorship: why IT compa- 
nies are willing to tale the 
risk: see page 12. 


I nformation technology is 
an essentia] ingredient 
of organising most 
sports events, whether a 
local tennis or ball -game 
tournament or a global pro- 
gramme, snch as football's 
World Cup or the Olympic 
gams. 

However, those providing 
IT solutions for sports 
events, whatever their size, 
share a set of common prob- 
lems: Firstly, the sports 
organisers are not IT special- 
ists. These groups are often 
set up from scratch, but 
must became totally effec- 
tive for a short intensive 
period - and then disappear. 

in global events, sports 
organising groups become 
the size of a Fortune 500 
company within only a mat- 
ter of day’s. For example, the 
Atlanta Committee for the 
Olympic Games, which has 
disappeared, had a budget of 
S1.6bn and 2,000 employees 
for a 17-day programme. 

France 98, the French 
org anising committee for the 
16th football World Cup, bas 
a budget of $400m and 650 
employees, and will chiefly 
operate between June 10 and 
July 12. 

This temporary nature 
Impacts the IT contribution 
- “you have to monitor the 
overall project, not Just the 
IT part,” says Philippe Ver- 
veer, IT Director for France 
98, organisers of the 1998 
World Cup. “When delays 
occur in part of the total 
project, you must calculate 
the impact, then make swift 
changes.” 

Sports facilities may be 
temporary or rented. The 
Atlanta Water Polo facilities 
were erected in the car park 
of the aquatics centre and 
IBM only gained access to 
one rented facility on the 
night of the opening cere- 
mony. 

Sports facilities are not 
usually designed with IT 
equipment in mind, so there 
are no cabling ducts, air con- 
ditioning or adequate power 


supplies. At one venue, IBM 
found that TV crews had 
taken up the available power 
supply. And in Nagano, at 
the Winter Olympics, techni- 
cians had to wrap electric 
blankets round computers in 
unheated buildings. 

With the temporary nature 
of organising committees, 
new employees arrive daily 
and many of the IT users 
will be volunteers who are 
only available just before the 
event starts. Systems must 
therefore be designed to be 
easy to use, without train- 
ing, especially for broadcast 
commentators and journal- 
ists. 

IT requirements of the big 
events ore so complex that 
no single IT company can 
provide all the services nec- 
essary. so groups of compa- 
nies are appointed, with one 
of their number being 
appointed as integrator. 

As the official FT supplier 
to France 98. EDS is respon- 
sible for the project and 
works with Hewlett-Packard, 
the official hardware and 
maintenance supplier, 
including medical and drug- 
testing equipment; Sybase, 
the provider of software for 
application development and 
data management; and 
France Telecom, supplying 
telecom services, including 
local and wide area net- 
works. At the Winter Olym- 
pics, IBM led a team of sup- 
pliers including Panasonic. 
Kodak. Xerox, Seiko, NTT, 
KDD and Hitachi. 

IT systems need to be re- 
used as much as possible at 
various events. For instance, 
the France 98 results system 
is almost identical to that 
used in World Cup *94 and 
was written by the same 
people and has already been 
used for a year In US major 
league football 

Other facilities, such as 
ticketing and computer- 
aided design services need to 
take advantage of the latest 

Turn to next page 
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Discover Virginia. You won’t be the first British companie to do so. 


King James I obviously had a good head for business. It was by his ordinance that the 
Virginia Cbmpanie set up shop on the shores of Virginia James River in 1607 Nearly 400 
years later, British companies are still finding commercial success here. They're attracted 


a harmonious working relationship. And they appreciate the access to major American 
markets offered by such gateways as Washington Dulles International Airport and The Port 
of Virginia. Perhaps it's time you discovered the 


WRGMA-USA 


th ' uality and depth of our workforce, in a state where labour and management enjoy advantages of doing business in the New World. 

p owa'CtD, Director, International Trade & Investment Development Virginia Economic Development Partnership; RQ. Box 798, Richmond, Virginia, 23218. USA 804-371-0632 Fax. 804-371-8860. www.YesVirgmia.org. 
Contact Andrew F. nones. 
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T he motives of corpora- 
tions which sponsor 
sport are relatively 
easy to understand. 

There is the opportunity to 

reach either a broad or a spe- 
cially targeted audience, the 
chance to improve brand 
image through an associa- 
tion with the positive 
aspects of sport and its asso- 
ciated passions, and the 
access to tickets and hospi- 
tality packages for clients, 
customers and staff. 

Yet for IT companies, 
sport offers something more 
- the opportunity to show- 
case technologies and tech- 
nology services In a testing 
and meaningful working 
environment. When it 
works, the benefits derived 
can be worth more than 
money can buy. 

If it goes wrong, then the 
negative impact can be sub- 
stantial, not least because 
any failure to deliver on 
promises is made in the pub- 
lic eye. 

IT companies are increas- 
ingly willing to take that 
risk. Their growing involve- 
ment in sports sponsorship 
does not just reflect the 
industry’s eagerness to 
become involved with popu- 
lar national and interna- 
tional events, but also the 
need of sports organisers for 
technology solu tions to 
infrastructure and opera- 
tional challenges. 

“Solutions is the key 
word,” says Eli Primrose- 
Smith, vice president of 
worldwide Olympic and 
sports sponsorship at IBM. 
“Yon cannot organise a mod- 
em sporting event without 
technology.'' and if there is a 
need for hardware, software, 
systems lntergration. and 
consulting, she says IBM 
offers the lot 
Martin Trees, European 
marketing strategy director 
for EDS, says there is a sin- 
gle compelling reason for an 
IT services company such as 
his to become involved in 
sporting events; "We are try- 
ing to sell an idea that we 
can make things better. 
That's not something you 
can get across in advertis- 
ing. 

“It's not something where 
you can stand up and say 
■we’re really goad at this’. 
What you have to do is find 
something tangible that is 
an example." 

Among the examples he 
proffers include EDS using 
its technology expertise to 
improve airflows across solid 
bodies for Jackie Stewart's 
Formula One motor racing 
team and the US Olympic 
cycling team, both of which 
carry the EDS name. 

The company is also the 
technology supplier for this 
summer's World Cup in 
France, where it wil provide 
the datastreams to the 12,000 
journalists covering the 
event, and for the London 
marathon, where it origi- 
nated the use or microchips 
in runners' shoes to provide 
accurate split times during 
the race. 

Yet sponsoring sport for IT 
companies is not Just about 
technology provision, says 
Wally Schoch. marketing 
communications manger for 
Compaq in Europe. 

The branding exposure 
through television coverage 
from events such as the 
Compaq Grand Slam Cup of 
tennis, held every September 
in Munich, and the ability to 
reach business decision-mak- 
ers and IT specialists are key 
to the value of a sports spon- 
sorship deal he says. 

At the Munich event, hos- 
pitality is also a vital ele- 
ment or the sponsorship. 
Because it is now held in 
September, it coincides with 
the Oktoberfest festival, a 
perfect backdrop for the 
entertainment of customers 
and staff, says Mr Schoch. 


Why IT companies 
take the risk 

The delivery of a technology service can enhance an IT 
company's reputation for backing up its promises 



Good news tor trivia pundits and football fans: multimedia kiosk 
speciaGsts, Barcrest Multimedia have ma nufactured the *Wtorid of 
Caring Kiosk' - stuped as a pint of lager - and inc o r p or atin g the 
latest touchscreen technology from MIctoToucH. The kiosks will 
appear In ZflOO pubs throughout the UK 


"The Grand Slam Cup is a 
major tool for brand aware- 
ness. but it is also a tool for 
key meetings with custom- 
ers.” 

IBM also puts great store 
by the use of hospitality at 
events. At the recent winter 
Olympics in Nagano, it 
hosted 260 senior executives 
from companies around the 
world. 

A t EDS. Mr Trees 
agrees that the oppor- 
tunity to entertain cli- 
ents and staff at the events 
is one of the biggest attrac- 
tions or sports sponsorships. 
It provides an “immeasur- 
able" return, be says. 

But a return on wbat? 
Finding out how much IT 
companies spend on sports 
sponsorship is nigh on 
impossible because the spon- 
sors and sponsored Jealously 
guard information on the 
value of their deals. How- 
ever. it is known that the big 
corporate sponsors of global 
events such as the World 
Cup and the Olympics can 
pay as much as $20m for 
exclusive category sponsor- 
ship rights. 

Ms Primose-Smith at IBM 
says the company never 
“writes a cheque" for spon- 
sorships (a fact disputed by 
rival IT companies;, but pro- 
vides goods and services up 
to a certain value compara- 
ble to the dollar cost of the 
rights deaL 

Finding out whether spon- 
sors get a good return on 
their investment is just as 
difficult as discovering how 
much they pay for them. 

Not suprisingly. everyone 
claims their deals represent 
value for money. “We are 
constantly monitoring and 
tracking the results when it 
comes to brand image. We 
are also measuring exposure 
to our pr base." says Com- 
paq’s Mr Schoch. 

Sometimes, the results 
don’t add up. and prompt 
decisions such as the recent 
move by Compaq to with- 
draw from golf events and 
shift money elsewhere - for 
example, sponsorship of the 
Rockets' basketball arena in 
Houston. Texas, and the 
National Collegiate Athletics 
Association of the US. 

This pruning happens all 
the time. NVhen Ms Primrose- 
Smith joined IBM in 1994. 
the company was funding 
about 250 different sponsor- 


ships around the world. Sub- 
sequently. all those that 
were not global In nature 
were dropped, and today 
IBM is involved in the Olym- 
pics, the National Basketball 
Association, the US PGA golf 
tour, the Masters golf tour- 
nament and the four Grand 
Slam tennis event. The only 
national sports properly it is 
involved with is German 
athletics. 

One deal IBM turned down 
was the 1996 World Cup. as 
Ms Primrose-Smith explains: 


“We asked our European 
IBM people to value the ben- 
efits package, and it was val- 
ued at $i0m-$i5m at the 
time. Then we valued the 
cost to us of delivering the 
package of IT desired, and 
that was $25m." 

The shortfall, she says, 
could not be made up. “It 
was a bad business deal for 
us.” 

Martin Trees at EDS says 
sometimes there are ele- 
ments of a sponsorship that 
are Impossible to value. With 
the World Cup and the Lon- 
don marathon, EDS’s main 
aim is to reach two audi- 
ences: customers or poten- 
tial customers, and potential 
future employees. 

According to Mr Trees, the 
message to the latter from 
the company’s involvement 
in sport is that the business 
EDS is in “is sexy and excit- 
ing. They’re fun projects.’’ 
There is no way to measure 
that appeal, he says. 

Along with others in the 
IT industry, Mr Trees is 
clearly convinced sports 
sponsorship works. It is 
most effective, he says, when 
delivery of a technology ser- 
vice enhances a company's 
reputation for backing up its 
promises. As Mr Trees puts 
it “You have to ask your- 
self: ‘Would you pay that 
money to get that much in 
advertising?' The answer is 
no. 

“What you say about your- 
self in advertising is 
nowhere near as valuable as 
wbat other people say about 
you." 


SPORTS WEB SITES; • By Rod -Newing 


Where bias is a benefit 


Unlike television broadcasting, the Internet offers fans 
only the information they want to see 


T 


he use of sports web- 
sites is growing at a 
rate of up to 700 per 
cent a year, at a time when 
the number of Internet users 
is growing at 300 per cent, 
says IBM. 

The website for the Winter 
Olympics at Nagano, Japan, 
attracted a maximum of 57m 
hits, compared with 1 7m for 
the Atlanta summer Olym- 
pics. Meanwhile, France 96 
has been designed to receive 
100m blts/day. 

“Having been around for 
three years now, the concept 
of the official event Web site 
is ca tchin g on," says Jose- 
Louis Lrri barren, IBM's Inter- 
net strategies programme 
director. “It is becoming a 
feature of the tournaments 
and fans now expect and 
look for it." 

In earlier days, event 
organisers waited to see 
what they could learn. They 
have improved their under- 
standing of the benefits of 
the site to the event, so they 
now take a much more 
active role in the promotion 
of the site and are providing 
more and better content 
which tins are appreciating. 
New functions and features 
have significantly enhanced 
tbe users* experience and 
fostered their loyalty. 

IBM has considerable 
experience because it hosts 
Web sites for the Olympic 
Games; plus the Australian, 
French, US Open and 
Wimbledon tennis champi- 
onships; the US Masters golf 
championship; the Profes- 
sional Golfers’ Association 
Tour; the Ryder Cup; and 
the World Golf Village. 
Other sites include the 
National Hockey League; 


National Football League; 
and the SuperBowL 
Objectives for site manag- 
ers can be highly ambitious. 
At the Winter Olympics, 
IBM wanted to “capture tbe 
spirit of the games." The 
France 98 Web site (http: II 
wwwjrtmce 98.com) aims at 
"sharing the excitement and 
beauty of football and the 
World Cup." according to 
Girard GouiUou, World Cup 
98 relationship manager at 
EDS, tbe information ser- 
vices supplier. 

“Sports content is very 
suitable for delivery online,” 
says Mark Hardie, an ana- 
lyst with Forrester Research. 
“If you can’t see the event. 

The World 
Cup website is 
desigued to 
receive 100m 
‘hits’ a day 

the next best thing is to get 
the very latest scores and 
statistics. Tbe website gives 
‘content’ that you can’t get 
from a television - and, any- 
way, most people can't have 
a TV set in their office." 

For instance, for the mas- 
ters. IBM had a Java applet 
that provided a small on- 
screen leader board, delayed 
by a few minutes. Users 
could select up to ten golfers 
to follow and future golf 
sites will have a graphic of 
the hole that will show 
where each shot has landed. 
New technologies make it 
easier for users to access the 
content, so they stay longer, 
getting more experience and 


A milestone for Unisys in 
Open Golf Championship 
S 


ince 1980. Unisys has 
provided the Open Golf 
Championship with an 
on-site system to record and 
report scores for the offi- 
cials. spectators and the 
media, writes Michael WUt- 
shire. 

This year marks a fresh 
milestone in the service with 
Unisys Introducing a com- 
pletely new system based on 
the Microsoft Windows NT 
operating system and next 
generation servers, network- 
ing technologies, mobile 
computing and new software 
designs. 

Designed especially for the 
Open, the new Windows NT- 
based solution will enable an 
even more reliable, fault-re- 
silient delivery of informa- 
tion critical to officials and 
broadcasters. Unisys is using 
this year’s Open Champion- 
ship to e nh ance the way it 
captures and presents more 
detailed data about the tour- 
nament’s progress and cli- 
max. 

Among the key develop- 
ments is the introduction by 
Unisys of a client/server net- 
work of more than 100 Uni- 
sys Aquanta computers 
including servers, workstat- 
ions and notebook PCs to 
replace tbe former main- 
frame system. Because it is 
designed for demanding dis- 
tributed computing environ- 
ments in business, the Open 
Championship’s Aquanta 
systems are running Micro- 
soft Windows NT. 

As tests have already 
shown, this will provide a 
computer platform for the 



Scores will be available via the Internet and even handheld PCs 



scoring software that is even 
more highly reliable than 
before and also provides a 
platform for rolling out 


GLOBAL EVENTS 


advanced scoring features 
more easily in the future. 

The big task of implement- 
ing a large-scale information 


system at Royal Birkdale 
will be building and r unning 
a network that connects the 
Aquanta computers collect- 
ing, processing and dissemi- 
nating the scores. 

To meet the unique IT 
challenges of the course, the 
network combines laying at 
least eight mites of cabling 
and seamlessly integrating 
multiple networking technol- 
ogies- These include 100- 
mega bit-per-second Fast Eth- 
ernet, short distance 
modems and a wireless data 
communications system far 
altering score updates from 
the green side anywhere on 
tbe course. 

This year. Unisys is taking 
advantage of the system’s 
enhanced flexibility to 
expand the kind of player 
statistics to incZude bow 
each stroke was played and 
a more complete analysis of 
each round. 

These details are automati- 
cally broadcast to the Win- 
dows NT-based systems to be 
used by officials and the 

modia. 

A feature of the last two 
years will be enhanced this 
year with the posting of 
scores on to tbe Internet via 
a specially run Unisys web 
site. This means Internet 
users at home, work or even 
on tbe move via mobile win- 
dows CE hand-held PCS, can 
share the same real-time 
scores provided to the media 
- including tbe BBC - and 
the other worldwide TV and 
radio companies which use 
Unisys-generated sports 
information. 


Technical challenges 


Benefits for spectator sports: an in-stadia interactive touch-screen system, attached to spectator 
■sots, allows instant replays, dif fere n t wowing angles, access to st a t vB c a and even merchandise 
Oidertag. Hie system, caBed ChwceSeat, has been developed by Wiliams Vyvx Sendees. The system 
made Rs debut at Super Bowl XJCQJ this year and maybe used during the Sydney 2000 Olympics 


From previous page: 

technology. IBM has a 
long-term contract with the 
International Olympic Com- 
mittee in order to make re- 
use of systems easier. 

Whatever the event, it will 
require many other IT-re- 
lated services. Including 
accommodation arrange- 
ments, accreditation, event 
scheduling, ticketing, trans- 
port. kiosks. Information 
systems for media and 
accredited personnel, materi- 
als management, medical 
services, project manage- 
ment, recruiting and manag- 
ing volunteers, results, retail 
merchandising, security. VIP 
management, weather fore- 


casting and many others. 

This diverse range of 
systems must all be linked 
and share the same data 
source. 

Another problem which 
sporting events pose is the 
need for total reliability 
without an opportunity for a 
full-scale test. Every compo- 
nent has to be tested thor- 
oughly on its own, but the 
whole system is not in place 
until the last moment IBM 
spent 14 months testing 
before this year's Nagano 
Winter Olympics. By the end 
of April, France 93 should 
have a network In place. PCs 
and printers will be con- 
nected during May and it 
will support a global event 


from 12th June! 

■What we do for global 
events is a snapshot of what 
we do every day for our cus- 
tomers." says Ms Wynn Wil- 
lis. Director of Marketing 
Programmes for -EDS. “In 
business we also have pres- 
sure of fixed deadlines and 
the global challenges are 
very similar. We have helped 
the French Organising Com- 
mittee to grow from no IT 
infrastructure to the global 
network of a Fortune 500 
Company, demonstrating 
our ability to manage explo- 
sive growth. Fixed deadlines 
and global complexity are 
big issues for our customers, 
so major events are a good 
showcase to the world." 


viewing more Web pages. 

It is the ability to select 
tbe teams or competitors 
that sets the Internet apart 
from television and radio, 
that have to produce unbi- 
ased broadcasts. 

“Bias is good because 
sports fhns mainly want 
reporting about the teams 
they follow.” says David 
Clarke, managing director of 
Virgin Net l Tutjx lluruno.mr- 
gin.net). who used to be a 
professional footballer with 
Leeds United. 

Virgin Net is a consumer- 
friendly Internet service pro- 
vider that is seeing usage of 
its sports services increase 
at a rate of a thousand per 
cent It provides live audio 
broadcasts of European 
games across the Internet 
and has thousands of visi- 
tors from the US, South 
Africa, South America, New 
Zealand and Canada. 

“As a service provider, we 
are building communities of 
people with tbe same inter- 
ests - and sports Dans are a 
natural community,’’ says 
Mr Clarke. “They want to 
hear news about their team 
and come together to chat. 
And they appreciate debate, 
confrontation and banter. 

“When their team loses 
badly, they want to commis- 
erate with other fans and 
don’t want to hear about 
teams that have won." 

The Net brings together 
disparate people with a com- 
mon interest from all over 
the world and allows a club 
to address its distant fans. 
For instance, two months 
before the event began, the 
France 98 site had already 
attracted 10m visitors from 
160 countries, led by the US, 
Brazil, France, UK and 
Japan. 

Sports sites can enhance 
the user-experience by pro- 
viding not just statistics, but 
extensive interactive access 
to privileged information or 
inaccessible celebrities. This 
adds value to the live deliv- 
ery of commentary that 
would not otherwise be 
available. E-mail to top ath- 


lete is now common and, in 
Nagano, japan, 2,500 of them 
set up their own Web pages. 

Widespread customisation 
will be the next logical step, 
says IBM, as Web server 
software profiles visitors and 
customises the website for 
their personal preferences. 
This will make it easier for 
users to navigate through 
the mass of data, such as the 
48,000 different Web pages 
that were available on the 
Nagano site by the end of 
the games. 

Mr lrribarran also expects 
more valuable content to be 
made available. “Most of it is 
developed for print. TV and 
radio,” he says. “The Inter- 
net will become part of he 
planning process to capture 
more electronic content." 

It can even appeal to 
people who are not fans. “I 
am enjoying the Whitbread 
Round the World Race site 
(imow.whitbread.org) and I 
am not even a sailor." says 
Mr Hardie. “It’s so interest- 
ing - it tracks the position of 
each boat and has on-board 
video clips. With sports sites, 
we're seeing the Net emerg- 
ing as a valid form of enter- 
tainment that will rival live 
performances and TV broad- 
casts." 

“Sport is like an interna- 
tional language.” says Ms 
Pat McCarty, editor of Reu- 
ters Sports Web (www.sport- 
sweb.com). “When people are 
travelling or working abroad 
they can always find local 
sports to watch, but they 
still want to keep 
up-to-the-minute with their 
home teams. 

“Although all our reports 
are written in an unbiased 
manner, the visitor can 
select just tbe news reports 
they want and zero in on 
what they are interested in.” 

World Cup interest is over- 
whelming, he adds, “but 
people don’t want to follow 
all 32 teams in what Is the 
biggest ever tournament” 

Ms McCarty illustrates the 
difference between broadcast 
and Internet reporting: “If 
you don’t follow football, 
you can still get foil details 
of all tbe other sports that 
are going on!" 
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IS YOUR PC NETWORK 
HOLDING YOU TO RANSOM? 

You don't have to keep being forced into expensive 
hardware upgrades. Neboft Solutions, the City-based 
specialists in applying Gtrix Winframe 'thin djenf 
technology to tbe London Markets caii enable your 
existing pc network to deliver enhanced performance, 
improved accessibility and increased security. To find out 
more about how NetSoft Solutions can help your business 
profit horn the proven operational advantages and cost- 
savings of thin clienf technology, call NetSoft Solutions 
on 0171 360 4555 or e-mail info@netsoft.co.uk 
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The F.tbrik Service extends your communications globally by connecting your LAN to Fabric's managed e-maii 
service - simply, securely, refiabfy. You don't need a dedicated Internet connection, you don'c need to retrain 
users, you don’t heed additional hardware or software. You do need reliability, you do need to get the message-. 
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' ^ Crucial role in 
global events 

Sports fans around the world now expect instant, 
accurate results via broadcasts and the Internet 
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F ew it systems have 
such a high profile as 
the results systems 
that lie at the heart of inter- 
national sports events. They 
,n have to capture events as 
they happen and distribute 
them to a wide range of 
users, especially the live 
television graphics, score- 
boards, broadcast commenta- 
tors, journalists, news agen- 
cies. organisers, national 
federations and a worldwide 
audience on the Internet 
As IBM discovered at the 
1996 Atlanta Olympics, (see 
February's PT-IT Review), 
small failures can achieve 
global publicity. Neverthe- 
less, the same systems 
worked almost flawlessly at 
the recent Nagano Winter 
Games. “Technology wan 
gold in Nagano," says Fran- 
cois Carrard, director gen- 
eral of the International 
Olympic Committee. “They 
were ‘a games of high tech- 
oology’ with a human 
> touch." 

All events tend to fall into 
one of four broad categories 
- these are team, judged, 
timed and head-to-head 
events. Although the results 
system will be a complex 
suite of applications, if the 
event is multi-sport it will 
need to cope with the needs 
of each type of event 
Timed events, for example, 
require full integration with 
electronic timing systems, 
whereas at judged events, 
judges enter scores, which 
are then forwarded to the 
head judge who holds 
approval or veto power. 

In events such as gymnas- 
tics, where scores axe aver- 
aged, the approved marks 
have to be automatically cal- 
culated. The demand for star 
.-^tistics, especially from TV 
• companies, means that it is 
not enough just to capture 
scores. At both the Olympic 
Games and France 98, volun- 
teers close to playing area 
capture, events - as. they, 
happen ;- on arjioteboalr 


computer. 

At the Olympics, staff 
have a graphical presenta- 
tion of the pitch and a touch 
screen. For every Incident, 
such as a goal, throw-in, 
missed shot or foul, the vol- 
unteer touches the screen to 
show where the event hap- 
pened and then touch an 
icon on a toolbar to identify 
the type of incident The 
data is transmitted from the 
stadium, -moments later, to 
the central data centre. In 
France 98, the information 
should reach the journalists 
within two seconds, via the 
Paris data centre. 

In IBM's Atlanta offices, it 
was possible to watch the 
split times of Olympic swim- 
mers appearing almost 
Instantaneously in the 
results system as they were 
seen turning on a live video 
feed. 

While an event is under 
way, systems must record 
statistics and send them to 
broadcast commentators, 
along with competitor 
details. When the event is 
over, results need to be 
made available to officials, 
athletes, media and the 
world at large. 

Users of France Telecom's 
cellular system can sub- 
scribe to a service that sends 
them results as they happen 
using the short messaging 
service on their handsets. 

Similarly, users of the 
Celine t cellular service in 
the UR can receive a text 
headline. By simply pressing 
the “send” button, they can 
then hear a short recorded 
voice-report from the Press 
Association. 

The France 98 results sys- 
tem takes images, data and 
video, customises it and 
mairag informati on available 
to the media through wire- 
less palmtop computers, cel- 
lular telephones, pagers and 
the Mo France 98 intranet 
Information is given to the 
public through the French. 
Marital sy s t e m and the Inter- 


net. Broadcasting media 
need to be able to provide 
up-to-the-minute details, so a 
commentator Information 
System Is required. This 
takes a feed from the results 
system to show statistics 
about the current event and 
results from others that are 
going on at the same time. 

Another feed from the 
information system provides 
athlete biographies and star 
tistics. Commentators need 
to login with their national- 
ity, so the system can high- 
light information on their 
national athletes. 

It Is essential that results 
systems are “intuitive” and 
easy-to-use, because users, 
including those collecting 
results, are volunteers or 
media, who may not be com- 
puter literate and will have 
little or no opportunity for 
training. It is also pgggntini 



Instant Information: the broadcast madia recalve details within seconds wide hundreds of Web sites offer results and background information on teams and players 


that the systems do not 
interfere with the event 
Back-up and redundancy is 
needed at every stage in the 
system, as event schedules 
eaxmot be missed because of 
faults in timing or scaring 
systems. The France 98 
results system has already 


been used in 400 matches 
amt major league matches in 
the US. “We have fully 
tested it in action and are 
confident it will work," says 
Dan Cooper, senior project 
manager for France SS (web- 
site: wwtv. France.98.com). 
“However, the best test was 


the one-day training session 
with the volunteers on April 
2. because we didn't know 
what their level of know- 
ledge would be in advance." 

Every large event has to 
keep everybody involved up 
to date with what Is going 
on, which is done through 


“information kiosks" 
attached to the event’s intra- 
net. These provide reference 
material, such as competitor 
biographies and images, 
event history, current 
records, schedules, transpor- 
tation, weather forecasts, 
entertainment and so on. 


They also provide dynamic 
information such os news 
flashes, full results, statistics 
and details of new records. 
Electronic-mail and bulletin 
boards allow competitors, 
officials and the media to 
communicate with each 
other. 


; ^MRCHANDISING^Min> IliCtfTAL TV 


By MaflcVernan 


P icture the scene: it is half 
time during the big match. 
Father - watching 
interactive TV at home - is 
ecstatic. Son is cooL Mother goes 
out to make a cup of tea. 

From the corner of the 
interactive TV, op pops a dialogue 
box. It is selling the team ’s 
merchandise. Dad cannot help it - 
the new “away strip" seems perfect 
for the mid-time celebrations. 

■ Son looses his cooL He wants the 
football printed with the 
competition logo. Mother says “It’s 
ah nonsense, anyway," but Dad 
insists on a quick purchase. Some 
£60 later, father and son are raring 
to go far the second half. 

This year, the BHHnh public will 
be introduced to interactive 
television. But, although it is 
already being experienced in 
limited forms in continental 
Europe, notably France, John 
Moroney, principal consultant at 
Ovum and author of Digital 
Television: The Challenge for 
Broadcasting and CbnteRt'believes 
hardly anyone lias much idea what 


Sporting chance of a sale 

Technology could open the way for mass consumer retailing, linked to sports events 


to do with the opportunity. 

“A lot of companies have digital 
platforms," he says. “They just 
have no idea what they are going 
to do with them. It Is like the start 
of television in the 1940s. People 
were very unsure. We are in 
exactly that same position now." 

But the sports merchandising 
opportunity presents the 
possibility of an excellent business 
case. For sport, the greatest market 
usually exists after the event itself. 

More often than not, it is the 
merchandising which converts the 
box office returns into a profit But 
there is, so for, a disconnection 
between the event itself and the 
purchasing decision. 

Tailored broadcasting brings 
these two together. Mr Moroney’s 
argument comes on the back of a 
more general one about the value 
of the Internet as a retail channel. 


He believes that despite the hype, 
broadcast media, not the Internet, 
will be the channel through which 
mass consumer online retailing is 
delivered far reasons of economics 
and ease-of-use. 

The Internet “client”, the PC. is 
both costly and complex. The 
broadcast “client”, the television 
set, is both pervasive and 
approachable. 

This is not say that sprat is not 
big on the Web. Tbe largest sports 
rite in tbe world, Soccemet, owned 
by the Daily Mail, scores mare 
than 2m page hits a week. 

From this, advertising revenue 
can clearly be generated, but it is 
yet to be proved as a retail 
channel. In addition to the 
immediacy of tailored 
broadcasting, there is also the 
possibility that it will bring the 
ccst-per-sale ratio down as a result 


of the economies of scale 
introduced by the technology. 

This, in turn, could open up the 
sports merchandising market to 
teams that do not have strong 
brands apart from their own 
supporter base. 

The ability of tailored 
broadcasting to reach specific 
audiences in a more targeted way 
could, for example, then be 
attractive to teams outside the 
premier leagues. 

Using traditional channels, they 
have been limited in their sales 
and marketing activity to those 
they can physically reach, even 
though they very much need tbe 
extra merchandising revenue to 
continue operating. 

“The problem is that, because 
the whole idea is to tailor the 
activity, each situation will be very 
specific,” says Mr Moroney. 


“Marketing for Manchester United 
or Colchester United, over national 
channels or local cable stations, 
are very different activities that 
depend on tbe perception of the 
customer. 

“Manchester United might be 
able to justify a joint promotion to 
give out figurines of players at 
McDonalds, for example, but the 
same clearly would not run with 
Colchester. 

“The trick’, as the content 
owner or broadcaster, is to ask 
what you are attempting to 
achieve, and then select the best 
route to solve the problem.” 

Other limitations have to be 
negotiated in trams of the 
legislation which already 
surrounds sports merchandising. 
For example, advertising can only 

Turn to next page 
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plays a starring role. 


Advancing the technology chat helps OEMs build advanced products. Its a role we play 
to perfection in aQ lands of consumer electronics, from camcorders and televisions ro 
home stereos and VCRs. + YouU find that advanced technology in our innovative 
approaches to cable assemblies, wireless technology, tircuk boards and optoelectronics, as 
wdl as in our connectors. You’ll also find them in the solutions we offer in enterprises as 
different as automotive electronic and computer networking. + Whar docs it cake ro 
bring next-generation products into focus? Great technology is a large pan of it. Like the 
kind that comes from AMP. 
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MOTORSPORT • By Michael Dempsey 


Where speed counts 
for everything 


The pace of change in design for 
Formula One cars is accelerating 
with the high-profile 
involvement of IT companies 


T he merger between 
business and sport has 
become a modern 
cliche. But Formula One rac- 
ing, with 5720m spent annu- 
ally. takes this marriage of 
interests to new levels. 

Clearly, racing cars have 
evolved dramatically since 
the classic Grand Prtx era of 
the 1950s, but the design and 
development component of 
this season's Formula One 
cars would do credit to the 
most sophisticated IT pro- 
jects in engineering or the 
financial sector. 

Computational Fluid 
Dynamics, or CFD, is a 
familiar term in the aero- 
space industry. Tradition- 
ally. airframe designers used 
the vast processing capabili- 
ties of the largest and most 
expensive mainframe com- 
puters to calculate the air- 
now around the fuselage of 
an aircraft 

Cray supercomputers, rep- 
resenting the pinnacle of 
mind-numbing mathematical 
prowess referred to in IT cir- 


cles as “munber-crunchiDg", 
were the normal tool for this 
job. But as the processing 
power of workstations has 
grown exponentially, so the 
science of CFD has become 
more affordable. 

Supercamputtog is still a 
desirable resource. The Red 
Bull Sauber Petra nas For- 
mula One team is in the 
early days of a supercomput- 
ing project in collaboration 
with the Federal Institute of 
Technology in Lausanne. 

Theodor Klossner, Swiss 
marketing manager for 
workstation manufacturer 
Silicon Graphics, knows the 
team well. The Sauber 
Fetronas team uses 45 pow- 
erful workstations from 
Klossner's company. 

“They are doing the chas- 
sis design and engineering 
analysis,” he explains. “AH 
45 machines are networked 
together to give super- 
computer-type of perfor- 
mance." 

Eacb Silicon Graphics 
workstation costs $30,000 


and the overall package is 
believed to cost in the region 
of This is a typical 

figure for the price tag on 
Formula One IT reso u rces. 

CFD is making a differ- 
ence at the West McLaren 
Mercedes team, with a bat- 
tery of computers from Sun. 
The home of the Java lan- 
guage and a long family of 
design workstations has 
made a policy of testing out 
its very latest chip-sets with 
McLaren. 

Steve Raby, workstation 
business manager at Sun in 
the UK, says Sun rushed the 
brand new processor for its 
Ultra 60 series over to 
McLaren to see what they 
could do with the improved 
power and speed. It was 
April 1998 and the McLaren 
team were trying to fine- 
tune designs between races. 

“CFD, airflow calculations, 
took them four days on our 
easting range of machines.’' 
says Raby. “The new proces- 
sor did the work in three 
days." 

This does not sound like a 
dramatic difference, but in 
the world of Formula One, 
with races every fortnight, 
the extra room gained by 
using the Ultra 60 is very 
significant. “This means 


they can run a new design 
item four times inside three 
days instead of three times." 
Raby explains. 

Sun is not the only high- 
tech company behind 
McLaren- The team, which is 
currently enjoying a win- 
ning season, benefits from 
gim of annual sponsorship 
from software giant Com- 
puter Associates. 

CA donates sophisticated 
software that reads into the 
measurements taken from 
sensors on board McLaren 
cars. More than 100 types of 
information are recorded as 
the car hurtles round the 
track at up to 200 mph. Just 
one of these sensors is called 
a “potentiometer” - this is a 
small cylinder using electri- 
cal resistance to assess the 
performance of the vehicle’s 
gear shift. 

Computers from Sun and 
software from CA then con- 
vert this data into a digital 
format. “We want to under- 
stand what the car is doing,” 
says Patrick Lowe, chief 
engineer in charge of vehicle 
technology at McLaren. 
Lowe faces a challenge 
borne out of the team's regi- 
ment of sensors. “We record 
about 20 gigabytes of data a 
year. But we only use about 


MERCHANDISING AND DIGITAL TV 


Time to tear up the rule books 


From previous page 

occur at natural breaks in 
the game. 

In a cricket match, this is 
usually at the Call of a 
wicket, which would not 
provide the best opportunity 
to sell a team-branded 
cricket bat if it is one of the 
same team's batsmen that 
has Just been bawled out 

However, the tailoring 
capability would allow 
adverts to be “pulled", or 
"pushed”, according to the 
mood swings being 
experienced by the 
supporter. 


“The technology will allow 
you to do almost anything." 
says Mr Moroney. 
“Limitations cm promotions 
will not beset by the 
channel. It Is more a 
question of what can be 
done to commercialise the 
opportunity. 

“It's time to tear up the 
old rule books and throw 
them out of window. The 
chance is out there for the 
creative merchandising 
partner to draw up the new 
deals with the dubs." 

If the message has yet to 
come home to sport, other 
services are perhaps more 


alert Consider a small but 
ill uminating weather 
channel delivered by TPS, 
the second largest digital 
satellite broadcaster in 
France: a variety of local 
reports, specific to 
individual areas, are 
broadcast simultaneously 
over a “fat” data stream. The 
subscriber can select the one 
appropriate to them and 
have it instantaneously 
appear on tbs TV screen. 

Prediction 

The point is that this mode 
of operation is convenient 


not only for the end-user but 
also for the broadcaster and 
all the other parties in the 
chain. “In a year's time 
there will be a huge amount 
of activity as people 
suddenly wake up to all 
this,” says Mr Moroney. 
“Then it will increase and 
consolidate for four years 
after that" 

Bat, for now, he believes 
that if the broadcasters have 
barely thought about the 
possibilities, those involved 
in fulfilment certainly have 
not As for the owners of the 
sports brands, they have not 
even heard of it 



Technical number-crunching an supercomputers to a valuable resource tor McLaren cars 


1 per cent of that data.” 

For CA, the McLaren con- 
nection offers the chance to 
prove its technology in a 
dramatic environment. 

Jay Huff, director 
advanced technology Europe 
at CA, is frank about the 
motivation behind his £lm 
Formula One connection. 
“Formula One is very popu- 
lar with all kinds of IT 
people," he says. Huff wants 
visibility for products such 
as CA’s TNG software. 

TNG stands for The Next 
Generation, sells for between 
£2,500 and £10m and is 
intended to manage large 
systems, combining the 
Input from networked com- 
puters and non-IT elements 
of a business. TNG Is aimed 
straight at the mass of data 
through which Lowe wants 
to navigate, and is being 
used to raise his use of sen- 
sor information above the 
previous 1 per emit figure. 

In the McLaren pits. TNG 
is put through its paces pull- 
ing together the telemetry 
data from over 100 sensors 
and trying to correlate this 
information in a construc- 
tive way for the team engi- 
neers. “If we can manage 
Formula One, we can man- 
age your factory floor” - this 
is the message from Huff. 

With its corporate data- 
base heritage, CA is well- 
tuned to digesting formida- 
ble amounts of information. 
Another CA application 
known as Jasmine is geared 
towards the Internet and 
multimedia marketplace. 

This field, demanding easy 


presentation of complex 
facts, fits neatly into the 
world of the Formula One 
hospitality lounge, where 
high -spending executives are 
wooed hy the commercial 
interests that work hand in 
hand with the race teams. 

Kiosks at the McLaren 
hospitality tent now offer 
interactive displays allowing 
guests to call up information 
on drivers and care through 
the Jasmine software. 

Geoff Banks, sponsorship 
manager with Hewlett-Pack- 
ard in Europe, recalls one 
incident that sums up how 
the IT industry has made an 


impact on Formula One. HP 
is a technical sponsor of the 
Jordan Mugen-Honda team 
and maintains ties with the 
Stewart Ford and Benetton 


“In Melbourne a couple of 
years ago, the Jordan team 
had a problem with an axle. 
They found a flaw with the 
design cm Wednesday, used 
our workstations to re-draw 
the design on a Thursday, 
and submitted the new 
design to the axle-making 
company an the Friday.” 

By Sunday, the revised 
axle was in test at the UK's 
Sttverstane track. “The abil- 


ity to use computer-aided 
design, or Cad, on machines 
like our £120,000 K -series 
workstation, has dramatic- 
ally decreased the turn- 
around in Formula One 
design," says Banks. 

In a business where speed 
counts for everything, the 
high-profile involvement -of 
the IT sector is accelerating 
the pace of entire design 
shops. 

Hewlett-Packard and the 
Jordan team; a mot n re p ort 
report will appear with the 
July issue of the FT-IT^- * * 

Review , * 
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HP is a technical sponsor of the Jonfan Mugen-Honda team, and m ainta in s ties with the Stewart Font 
and Benetton teams. Above: IT checks bang made at this yurt San Martoo Grand Prfx In ftaiy 


Europe’s leading Internet consultancy company 

As an international solutions provider, Icon Medialab offers multinational corporations full service for intranets, 
extranets, the Internet and e-commerce. 

Our core competence includes advanced technology, systems integration, usability, communication, media as well as 
management consulting and creative design, all in order to create long-term customer value. 

Our clients include Volkswagen, Fujitsu, Compaq, IDG, BP, Cepsa, and the Swedish and the Spanish Postal Services. 

To secure our rapid growth, we are happy to announce that we are nowthe first strategic digital business developerto 
go public in Europe, listed on the Swedish SBI-list. 



Sanfrancisco 



Kuala Lumpur 


lob ODeninZS ^ur sta ^» numbering over 200 in 8 countries, consists of highly skilled 

* * ® professionals, with the ability to flourish in a multi-disciplinary team- 

work environment. 

Due to our rapid expansion, we are now hiring on all existing markets 
and additional new markets, in the followingfields of expertise 


Matteus is one of the 1 o 
fastest growing companies 
in Sweden. 

Matteus is the market maker 
of the Icon Medialab stock. 
Tel: 46 8 613 42 00 
e-mail: infotfipmatteus.se 


Management Consulting 

(Change, Organization, Strategy) 

Technology 

(java, C, C++, SQL, web developers etc) 
Human Computer I interaction 
(Behavioural Science, Usability Architecture) 


Design & Marketing 
Statistical Analysis 
Project Management 
Sales \ 


Forfurther details, and on-line application form, please visit: 

www.iconmedialab.com/jobs 
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A Digital -Visual • Communications 4 " system can get you someplace even more exciting than London, Paris, or Rome: Home. 
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Fact is, at “VT-EL-Jike to d e sc ri bjff"; as; . Vitfea'c6 nfefetnci ngs. ; -Hi at' fc* be e ri raised to a higher level, it's now 
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possible for • ybfc^^en<£ fbf less time going where: .you : have to go,- jan<|- majcH more time being where you want to be. 
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If this .souri ria ryst u f f , well; .f h IjecdVse ; rt^j sv . It^s - a rey o I ut io n d ri v e n by what is arguably the 
industry's^' be’st’^^p^ easy, infuitive'fntorfaces^ simple video network management* Not 
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Visit www.vtel.com or call +44 (0) 118 955 3233. Outside the UK, +i 512 231 2870. 
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Low tax rate attracts 





US IT companies 




Foreign investors in the telecommunications, 
computer and software sectors see Ireland as an 
ideal base to set up pan-European operations 


I reland largely missed 
out on the Industrial 
Revolution. But it is 
firmly in the vanguard of 
today's changes in informa- 
tion technology. 

Thanks to a far-sighted 
education policy, strong 
growth <□ the size of the 
labour poo], and a low tax 
regime, Ireland is now' the 
home of 25 per cent of the 
US electronics investment 
outside the US. 

As the only English-speak- 
ing member of the European 
Union's single currency - 
while the UK stays outside - 
Ireland is attracting a wave 
of foreign investment by 
companies looking to set up 
pan-European operations. 

The 10 per cent tax rate Is 
critical, particularly for com- 
panies in fast-growing sec- 
tors which need the capital 
to Invest in new plant. For 
the larger US companies 
looking to reduce their tax- 
able Income and thus boost 
earnings, the low tax rate is 
a big incentive. 

The government's decision 
to Invest in a spread of new 
technical colleges in the 
1970s was a key factor. Busi- 
nesses also commend the 
improvements in the tele- 
communications infrastruc- 
ture. Some 70 per cent of 
software customers are 
linked to digital exchanges 


T 



Focus on 

IRELAND: 

Hand 

communications 


A three-page report by 
Nuala Moran and John 
Murray-Brown m Onbfm 


list now includes most of the 
big names. Intel, the chip 
manufacturer, now has its 
European manufacturing 
centre at Leixlip just outside 
Dublin. Apple Computers - 
one of the few foreign inves- 
tors in the sector to be 
unionised - has had a large 


plant In Cork for more than 
a decade. IBM last year 
announced Ireland's largest 
ever investment creating a 
campus-style electronics fac- 
tory. In the software sector, 
many of the leading interna- 
tional companies - Lotus, 
Microsoft. Oracle, and Sun 
Microsystems - have set up 
operations to localise and 
manufacture software. 

The pleasant working 
environment, the “cralc" or 
entertainment and. of 
course, the wonderful golf 
courses have played their 
part In luring overseas busi- 
ness. 

But It is not just in foreign 
investment that Ireland is 
making inroads. Its indige- 
nous sector - often campus- 
based companies which have 
developed niche products far 
the software industry - is 
now coining of age. 

Ireland's home-grown 
industry is now the largest 
exporter of software prod- 
ucts after the US. 

The founders of Iona Tech- 
nologies became overnight 
millionaires when the com- 
pany went public on the US 
Nasdaq market for smaller 
companies. Iona is a leading 
provider of software prod- 


ucts that enable the develop- 
ment. integration and man- 
agement of netw ork-based 
applications. CBT Is another 
high profile Irish success 
developing and publishing a 
library of 558 software titles 
used in training schemes. 
But there are any number of 
smaller companies waiting 
in the wings. 

Looking into the future, 
Ireland would seem well 
placed to sustain this perfor- 
mance. In 2000, It is esti- 
mated that 40 per cent at the 
Irish population will be 
under 25. Moreover, almost 
two-thirds of Ireland's gradu- 
ates will be in engineering, 
science and business studies. 

In July, Micheal Martin, 
the education minister, 
announced he was creating 
an extra 2,000 university and 
training college places - 
which is a significant 
increase compared with the 
total annual In take In third 
level colleges of around 
32,000. 

According to the Irish 
Software Directorate, there 
are 9,250 employed in the 
Irish -owned firms and 
another 9,750 working for 
foreign software companies. 
But more revealing Is the 
split In exports, with the 
Irish-owned companies sell- 
ing I£400m of products over- 
seas in 1997, against l£4bn 
for the multinational sector, 

Such is the demand for 
graduates and people with 



Office of the Revenue Comminrionera, Dubfln Caste Ireland's tow tax rate is a big incentive for Inward investment 


the right skills, 14am Ferrie, 
a former Apple' employee, 
has set up a web-based news- 
letter aimed at recruiting 
Irish expatriates from US 
and other universities. The 
company claims its Irish 
Emigrant Professional is cur- 
rently delivered to more 
than 5,000 e-mail accounts in 
60 countries and is read in 
more than 500 universities. 

The influx of returning 
emigrants is vital There are 
already reported skill short- 
ages in certain activities 
such as software engineers 
and hardware technicians. 
But this is a problem faced 
by the industry worldwide. 


Chris Horn, founder and 
chief executive of Iona - 
who chairs a study group to 
look at the skills issue - 
says “the challenge is to 
remain competitive.” 

One of the proposals of the 
study group is to encourage 
mare women to take up jobs 
In the sector. Kieran McGo- 
wan, head of the Industrial 
Development Agency, says it 
Is crucial that parents recog- 
nise the career opportunities 
and make the choices neces- 
sary. There is some evidence 
the message is getting 

through. Of first preferences, 
science subjects now 
account for almost 60 per 


cent of university applica- 
tions end almost 80 per cent 
in the technical college 
entrants. 

A bigger worry for Ireland 
is a change in the interna- 
tional market - particularly 
any downturn in personal 
computer demand. Intel's 
recent problems have 
received widespread local 
comment, as have the long- 
mooted restructuring plans 
of Apple. 

The closure of Seagate 
Technologies’ Clonmel plant 
earlier this year was a blow. 
But officials at the IDA, 
which promotes foreign 
Investment In Ireland, con- 


cede that part of the problem 
was that Seagate's operation 
was a screwdriver operator 
and had not sunk deep roots 
in the Irish economy. When 
international prices turned 
against its product, it had 
little choice but to consider 
relocating elsewhere. 

It is a measure of Ireland's 
dependence on the sector 
that some economists 
believe almost the only thing 
to trigger a recession in the 
economy will be a slump in 
worldwide demand for per- 
sonal computers. 


John 

Murray- Brown 


IRISH INFORMATION SOCIETY PROJECT • By Nuala Moran 




and almost two-thirds of the 
transmission capacity is 
fibre-optic and satellite net- 
work connectivity to US. 
Europe and the Far East 

Much of the credit tor this 
should go to Albert Reyn- 
olds, the former Irish prime 
minis ter who had the fore- 
sight when telecommunica- 
tions minister in the late 
1980s to argue the case for 
public spending on improv- 
ing the network. 

The policy is now reaping 
benefits with Ireland emerg- 
ing as the favourite site for 
telephone-based service com- 
panies to run their pan- Euro- 
pean operations. The govern- 
ment estimate the 
teleservices industry will 
create around 10,000 Jobs 
within the next 3 years. 

But the main investment 
push has been for the big US 
computer companies. The 


D 


tiring the Industrial 
Age, Ireland was 
handicapped by its 
geographical position and a 
lack or mineral resources. 
But in the Information Age, 
distance is irrelevant, and 
the most Important raw 
materials are the skills and 
knowledge of the people. 

Eager to capitalise on this 
move from a position of eco- 
nomic disadvantage to one 
of potential strength, in May 
1997 the government 
launched the Information 
Society Project. 

The three-year project 
aims to build awareness of 
the Information Society con- 
cept. making it a corner- 
stone or the country's 
approach to enterprise and 
investment, and to use this 
as a platform to attract far- 
ther Inward investment. 


Playing hard to Ireland’s strengths 


Momentum increases in a three-year project to build 
awareness of the Information Society as a cornerstone of 
the country’s approach to enterprise and investment 


The Information Society 
Commission, formed of 
people In business and edu- 
cation, was set up to steer 
the project, with a brief to 
ensure that Ireland becomes 
a leading supplier and user 
in the Information Age. 

Underlining the impor- 
tance which the government 
gives the project, the Com- 
mission reports directly to 
the Taoiseach, Bertie Ahern, 
and is supported by a full- 
time secretariat run by his 
office. 

Vivienne Jnpp. chairman 


of the Commission says; 
“The big thing about the 
Information Society is that 
It plays to Ireland's 
strengths - we have the cre- 
ativity, learning and initia- 
tive to use Information tech- 
nology to create 
employment, wealth, and a 
vibrant, inclusive commu- 
nity.” 

Ms Jnpp, who is also a 
partner in Andersen Con- 
sulting, with responsibility 
for Government Practice in 
Northern Europe, believes 
that many of the fundamen- 


tals of an Information Soci- 
ety are already In place. 

“The experience to date la 
that the public is bath recep- 
tive and supportive. We 
have glimpsed the potential 
of the Inhumation Society, 
with new forms of informa- 
tion-based employment con- 
tribnting to the recent 
Impressive . economic 
growth.” 

Ireland also has aome 
catching up to do - tt has 
the lowest penetration of 
PCs In the home and small 
businesses of any country In 
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rclinJ is n. >o- the pnrfcnvj location W new call centres scrruv? up in Europe. 


Tekvi *m Eiu-.mn, ]rvl.in.l\ number ime leleuimmunicariims company, has played a key role in thh success 
st. try, by providing call centre solutions unmatched by any other telecoms provider. 


TELECOM 

EIREANN 


5,1, li ynii're looking to Jc\ flop .in international coll centre network, look no further than a partnership 
with Telecom Eirc.inn, rhe recognised market leader in Europe. 


Fi it further inf. mu. in. w please phone +153-1-701 eflCO or e-mail aill.ccnrretfi5relecum.ie 



the European Union (BU). 
Internet usage Is also low. 

The Commission frag iden- 
tified five areas where 
action is required to build 
on the existing foundations: 

□ To further Increase 
awareness of the potential 
of the Information Society. 

□ To ensure that Ireland 
has a robust and accessible 
telecommunications Infra- 
structure. 

□ To foster the develop- 
ment of the skills base. 

□ To ensure that enter- 
prises, and especially small 
and medium -sired compa- 
nies (SMEs) adopt Informa- 
tion and communications 
technologies, and are aware 
of the opportunities to 
develop Information-based 
markets. 

P To ensure that the gov- 
ernment leads the way, as a 
world class user of informa- 
tion technology, by creating 
the appropriate regulatory 
environment, and by apply- 
ing IT to provide the public 
with better access to govern- 
ment. 

One of the main ways in 
which awareness has been 
Increased Is through the 
Information Town Project, 
organised by the public tele- 
coms company, Telecom 
Etreann. 

Forty-five towns across 
the country took part in a 
competition to became a 
model wired town, with 
Ennis in County Clare, 
emerging as the winner. 
“Telecom Elreann was 
astounded by the response 
and the Interest galvanised 
by the competition,” says 
Ms Jupp, 

A similar initiative is the 
Libraries Online Project 
supported by Microsoft and 
Tulip Computers, which 
gives people access to 
CD-fUxm collections and the 
Internet tn their local 
library. This allows libraries 
to play the same role with 
electronically stored infor- 
mation as they do with 
books, and ensures that 
people who do not own a PC 
are not excluded from the 
information age. 

Microsoft is sponsoring 
three pilot sites at Ballyfer- 
znot tn Dublin, Mayo County 
Library in Castlebar and 
Limerick City Library. Ten 
PCs have bean Installed at 
each site. While “Libraries 
Online” operates at 215 sites 
In the US and Canada, 
Ireland ts the first country 
In Europe to take part in the 

project 

Anne Etonian, country 
manager for Microsoft 
Ireland says: “It has been a 
huge success: schools with- 
out PCs are using the 
libraries, a lot of users are 
senior citizens, and the ser- 
vice Is also being targeted at 
the disabled and people who 
are illiterate.” 

In BaUyfemut, the first to 
go online, usage is now up 
to 98 per cent, and the 
library has been asked to 
open on Sunday. 

Heavy Investment by Tele- 
comm Etreann, beginning In 
the early 1980s means that 
Ireland has a well-developed 
telecoms infrastructure, and 
this has been a factor in 


attracting inward invest- 
ment, particularly call-cen- 
tre operations. 

The market has been lib- 
eralised to some extent, and 
there are more than 40 ser- 
vice providers. The telecoms 
liberalisation process will be 
completed on l January 
2000, when voice and tele- 
phony services and the pro- 
vision of the public network 
are opened up to competi- 
tive supply. 

However, Ms Jupp says 
greater competition is 
needed to reduce prices. “On 
the network side, the need is 
for more, lower-cost broad- 
band. Investment Is also 
needed to turn the cable TV 
networks from delivery 
only, to make them interac- 



VMenne Jupp, c ha ir ma n of 
Wand's Information Society 
Commission: ensuring the 
development of IT stalls 


tive.” This win allow users 
to download data from the 
Internet at speeds up to 100 
times faster than Is possible 
with a conventional tele- 
phone line, using the cables 
that deliver television to 
their homes. 

There are several large 
telecoms development pro- 
jects under way, for exam- 
ple: 

□ Esat Telecom, Ireland's 
second national operator, 
has started building a fibre 
optic network in every city 
and larger town, connected 
by a national optical fibre 
backbone. This wfn provide 
advanced services including 
virtual private networks. 


Towns across 
Ireland have 
competed to 
become 
‘wired* 
communities 


call centre services and 
videoconferencing. The com- 
pany is also planning the 
first privately owned subma- 
rine cable between Ireland 
and the UK, which will 
Interconnect to a new US/ 
UK cable- 

□ During the second half 
of this year Telecom 
Eireaim plans to make high 
capacity Asynchronous 
Transfer Mode (ATM) ser- 
vices available across the 


country- 

□ In 1997, the public util- 
ity. the Electricity Supply 
Board (ESB) set up a joint 
venture with British Tele- 
com to Invest £75m over five 
years in building a telecoms 
network around ESB’s over- 
head electricity cables and 
ducts. 

□ NTL Telecom is build- 
ing an undersea fibre optic 
ring Unking Glasgow. Bel- 
fast and Dublin, in a £30m 
project, due to go into opera- 
tion in the second half of 
1988. On skills, the Commis- 
sion believes that Ireland is 
well positioned for the Infor- 
mation Age, with a range of 
measures announced during 
1997 to address problem 
areas. 

“These represent a coher- 
ent and ambitions approach 
to a central element of the 
Information Society strat- 
egy," she says. (See facing 
page for an article on skills 
and details of these mea- 
sures). However, Ms Jnpp 
adds that the high level of 
economic growth is leading 
to skills shortages in some 
areas, and points out that 
unemployment, at around 10 
per cent is still relatively 
high. “One of the key things 
is to educate people who are 
unemployed.” 

Ireland is already a 
favoured location for Inward 
investment by the IT indus- 
try, and one of the alms of 
the Information Society 
Project is to maintain the 
perception of Ireland as a 
good location, not only for 
IT companies but for know- 
ledge-based sectors such as 
pharmaceuticals and bio- 
technology. 

The Commission also 
wants Irish companies, par- 
ticularly SMEs, to make bet- 
ter use of IT. “We want to 
drive the message home that 
this will enable them to 
compete on an equal footing 
ail over the world." 

The Commission says that 
the government has a key 
role hi the development of 
the information society, not 
only by funding and manag- 
ing development projects, 
but also as a user. 

A Freedom of Information 
Act came into effect In April 
1998, obliging public bodies 
to publish their roles and 
guidelines for Information 
access, and to develop 
record management systems 
that will allow the public 
appropriate access. 

“It is encouraging to note 
that the majority of govern- 
ment departments now have 
Web sites, and that a good 
number of initiatives 
employing Information and 
communications technolo- 
gies for service delivery are 
in hand.” 

Progress has been made 
with the five objectives 
since the Information Soci- 
ety Project was set up a year 
ago. “The Commission is 
optimistic that Ireland 
begun the task of shap in g 
the future to onr advantage 
as citizens, as business 
people, and as a country and 
an economy. 

"Our goal is to Increase 
the moment um while main- 
taining a focused approach," 
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INWARD INVESTMENT: 


E^Codipufcer V 


A leader among PC makers 

Dell s rapid production turnover means that the company can always offers the latest technology 

"■"n January 1898, Prime Minister 


I Bertie Ahem announced the 
largest job creation project In the 

history of the Irish state -tho 
expansion of Dell Computer’s 
operations to create 3.000 jobs over 
three years. 

Added to the 1.400 already 
employed at its manufacturing plant 
in Limerick, its country subsidiary 

and DeU Direct Call Centre, both to 
Bray, County Dublin, this will make 

Dell one of the largest private sector 
employers in the country. 

The announcement was an 
important boost for the 
government’s policy of attracting 
inward investment - more 30 
per cent of European investment by 

US rr companies Is in Ireland. . 

Mary Harney, the minister'-for 
enterprise, trade and employment, 
pointed out that the Investment i 
.could have gone to any locatfctf in ■ 
Europe. “It is a terrific tribute to 
local mana g ement and an staff of 
Dell in Ireland that the decision was 
made in favour of Ireland and, in 
particular, existing Dell locations in 
this country.” 

However, decisions which affix* 
global companies are rarely m«da in 
Ireland, and Dell's news also 
highlighted the fact that inward 
investment can be here today and 
gone tomorrow. Part of the 
expansion plan includes Dell taking 
over a factory in limerick, left 
empty by the Korean company AST, 
when it scaled back its 
manufacturing operations at the end 
of 1997. with the loss of 900 jobs. 

TTiis was followed by the closure, 
at the beginning of December, of the 
US company Seagate Technology’s 
disk drive manufacturing facility In 
Clonmel, County Tipperary with the 
loss of 1,400 jobs. The Seagate plant 
had only been open for two years. 

There is also concern that Apple 
Computer, in Cork,- which had a 
turnover of I£72m in 1997, may be 
affected by its parent company’s 
failing fortunes. In the past year, 
Apple's software arm, Claris 
Corporation, which employed over 
130 staff, pulled out of Ireland. 

When Dell first moved to Limerick 
it was ahle to take advantage of 
another of the ups and downs of 
inward investment, with many staff 
joining from Wang, which shortly 
before closed its European 
minicomputer manufac turing plant. 

While Seagate's disk drive plant 
could be characterised as a 
screwdriver operation, taking . 



DeM fat now one of the targsgt private sector am pkiym In I rWto d 


advantage of grants, a low (10 per 
cent) rate of corporation tax, and 
relatively cheap labour, the 
government now has a policy of 
encouraging companies to put down 
roots, by introducing strategic 
functions such as sales, wwIrwHfig, 
software development and customer 
support 

Commenting on Dell’s expansion, 
the department of enterprise, trade 
and employment said: “DeD is a 
model of a deeply Integrated 
company in its Irish operations, in 
line with the ideal type of company 
targeted by IDA Ireland (Industrial 
Development Authority) for 
sustained development within the 
Irish economy.” 

Den established its European 
manufacturing facility in Limerick 
in 1990, with the first shipments in 
January 199L The Irish sales 
subsidiary was set up in the same 
year, followed by the Den Direct can 
centre. 

According to the weekly magazine. 
Irish Business and Finance, Dell is 
now the fifth biggest company in 
Ireland, with a turnover of I£1.76bn 


In 1997. It is also the largest PC 
vendor, with sales of I£58m in 1997. 

Another leading US company, the 

nhlp TnarnTfarti^r w Tnto^ which 

4,000 staff in Ireland, is the largest in 
the country, with a turnover of 
£BLSbn in 1997, while Microsoft is 
si x th, with turnover of 121. 6bn. 

In Ireland, Dell established 
one of the most advanced 
manufacturing sy s tems in the world 
- building every machine to order, 
thus cutting out dealers and 
distributors, and providing mass 
customisation. 

Every Dell PC shipped in Europe, 
the Middle East and Africa, is 
custom built in Limerick to 
customer order, and sent direct to 
the customer. It takes four working 
days from order to delivery. 

“If Intel reduces the price of chips 
tomorrow, we will have cheaper 
products the next day,” says Mike 
Riley, managing director erf Dell 
Ireland. 

"There is no finished stockholding 
and we turn over our inventory 50 
times a year. 

"This also means we can always 


offer the latest technology - there 
are no old machinea to sbw before 
we Introduce new products.” 

Some cus t omers place orders by 
phone, others face-to-face or by post, 
and an increasing number via the 
Internet The direct model applies 
across all of Dell's operations. There 
is a sales force dealing with 
corporate customers, but machine* 
are still made to individual order. 

To sustain the direct model, all 
suppliers to the factory must be 
within an hour of the Limerick 
plant Mr Riley says many suppliers 
have come to Ireland because they 
see Dell as a customer. "The new 
factory will greatly increase 
production volumes, driving the 
development of the local suppliers.” 

Dell maintain* a database of every 
machine it ships, giving full details 
of the configuration and service 
history. This provides customer 
support staff with a precise history 
of a PC, which they can access as 
soon as they receive a call. It also 
allows support staff to talk directly 
to the person who made the 
machine, if necessary. 
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iMBW TAXATION SWfail 7 ’ " 

A single bill to cover every tax 


Taxpayers welcome a streamlined tax 
administration which is making 
compliance relatively easy 


I n 1994. Ireland's main 
tax gathering body, the 
Office of Revenue Com- 
missioners (ORC), embarked 
on a complete overhaul of its 
computer systems which it 
claims will put Ireland at the 
forefront of tax administra- 
tion In Europe. In this way, 
the Revenue will play its 
part in building Ireland’s 
competitiveness - collecting 


tax with the minimum intru- 
sion' im legitimate business: * 

Traditionally, taxation 
authorities deal with tax 
payers on a tax-by-tax basis, 
maintaining separate 
records, and computer 
systems, -for national insur- 
ance, value added tax, 
income tax. vehicle l icence 
tax and so on. 

When the ORC's project. 


T 


A Financial Times Survey 

Financial Times Review of 
Information Technology 

Forthcoming issues: 

JULY 1998 

IT in Finance 
Accounting Systems 
Sniartcards Update 

SEPTEMBER 199S 

Logistics - IT and the Supply Chain 
Sales and Marketing Systems 

OCTOBER 1998 

Networking 

Helpdesks and Outsourced Services 

NOVEMBER 1998 

IT in Government 
IT Qualifications 
IT in Defence 


For further ■nforniolion, contact: 

Katharine Morton 

Teh .40 171 873 3746 Fax: -44 171 873 306. 

Email: Katharine. inorton vtt.iom 

Or 

Nadine Howarth 

T ,, .-4 171673 4129 F,x: -44 1, 1 87, 306. 
Email: nnilinc.hc-warthv- ft.com 


financial times 

No FT, no comment. 


called Contax (for causoUda- 
tion and taxation) is com- 
plete, taxpayer win receive 
a single bill covering every 
tax. 

There are two keys to ach- 
ieving this - the setting up 
bf a single customer fflg, pro- 
viding a complete record of 
an individual's liability to 
each tax; and the integration 
of the separate systems. 

"Apart from making it 
easier for tax payers who 
comply, when we go alter 
defaulters, we will only have 
to chase them once for every 
tax,” says Sean Connolly, of 
the Information Systems 
Division of the ORC. Having 
an integrated system also 
makes it possible to look 
across the entire operations 
of a company to ensure that 
the returns for each tax are 

consistent 

Remodelling systems to 
create a single comprehen- 
sive record of all dealings 
with each customer is an 
objective of many public and 
privat e sector organisations. 
Banks, for example, have put 
considerable effort into 
Greeting a single record for 
each customer, regardless of 
tiie number of accounts they 
hold. In. the same way, utili- 
ties companies supplying 
more than one service aim to 
cut costs by sending a single 
bill for water, gas and elec- 
tricity. Similarly, - the 
National Health Service 
would hke to move to a sin- 
gle c o mpu teri sed record fix: 
each patient 

The ORC has already 
implemented several stages 
of Its mode rnisation, a nd as 
a result has improved com- 
pliance, and boasted the tax 
take. In 1997 gross collection 
was over I£17bn, up from 
IEHLSbn In 1995. 

Mr Connolly says that 
before the project began 
there was an estimated 
I£4bn of tax arrears. "That 
fafipn fo Tftlbn, at a thna 

when economic 'growth 
means there has been a 
higher tax babihty,” he says. 

The aim is to reduce his- 
toric arrears to I£600m by 
the end erf 1999. 

During the wnrtft thru*, {he 
cost of tax administration, at 
I£160mayear, has fallen as a 
percentage of revenue. 

Mr Connolly acknowledges 
that the ORC. working, with 
Andersen Consulting, had 
one big advantage in devel- 
oping an integrated system - 
and that is size. 

•Ireland is quite! a small 
country, with about lfon ’ 
taxpayers, and bo the data- 


base is manageable. This 
compares with the comput- 
erisation of the tax system 
in the UK where the num- 
bers involved create techni- 
cal barriers because while 
systems work with relatively 
small numbers, they are 
hard to scale up." he adds. 

When the Coutax project 
began in Z9S4, the ORC 
"scouted the world" to find 
the beffcftije* model; ■’“Net?. 

us. had:*tie ufost; advanced 
systems,' bid: reOBy no one 


With Andersen .'Consulting, 
we drew? ip 'kjueprnjits for 
the bes^-JOriu of. integrated 
tax coR^wv.^ ^ datest 
client .^platforms, " 

says M^Connblly, ‘ * 

The C^SQ^ysteixis consists 
of four Clements: 

L TheConnnon Registra- 
tion System (CRS): This sup- 
ports a common registration 
process for all taxes for 
which a taxpayer is liable. It 


Independent 
surveys reveal 
increased 
customer 
satisfaction 
with the 
simplified tax 
system 


provides instant customer 
and tax profiles,', and links 
transparently to . legacy 
mainframe systems. Estab- 
lishing CRS Involved- the 
consolidation bf; eight -sepa- 
rate tax debases* built up 
over 20 sesd^dnto ante j; 

2. TTto^^prgtefirfwma- 

ttou allows 

xnanag^wmpii&gr.pefor-- 
mance'Ji^ciijafe, ' Such as 
payme^ifa^aURri compli- 
ance, a^i&r&rs distribu- 
tion. • 

3, The- Active Intervention 
Management System (AIM). 
This was set up to enable 

fiffiriala tO identify and man. 

age delinquent accounts, and 
thus increase pressure on 
non-compilers to pay up. 

AIM uses flexible pre-pro- 
grammed -queries, such as 
how -much an individual 
owes, or how late payment 
Is, run against the data 
warehouse of customer infor- 
mation, to prioritise cases. 
Officials then have, various 
options for dealing with a 
case, such as maWng tele- 


phone contact to highlight 
the problem, issuing stan- 
dard letters, or negotiating a 
deal to pay by instalment 
Whatever the approach, 
non-payers are aware that 
the Revenue is on the case. 
Where required, records in 
other systems are synchron- 
ised with AIM actions and 
outcomes. 

AIM, built using Computer 
Associates .Open Ingres rela- 
tianal database management 
•system, can support over 320 
'concurrent users who access 
.the' AIM servers from work- 
stations in 130 tax offices 
around the country.- 

. 4. The Integrated Taxati on 
Processing System OTP) - 
this Is the final and most 

significant element of the 
modernisation programme; 
the system provides inte- 
grated billing and account- 
ing across all taxes, naing a 
common framework. When it 
comes on stream in 1999, it 
will replace a number of 
mainframe-based systems. 

Two independent surveys 
carried out since the Contax 
project began show 
increased customer satisfac- 
tion, and a perception that 
tiie Revenue is a fair and 
efficient organisation, says 
Mr Connolly. 

"Quality service is thus 
seen to underpin compli- 
ance, and create an effective 
tax collection system," he 
says. The system provides 
improved customer service 
far those who comply, with 
effective early , enforcement 
far those who dd not. 

One result of improving 
the system Is that less time 
is taken up dealing' with 
those who comply, leaving 
the ORC free to focus atten- 
tion on' non-payers. Default-' 
ers are prosecuted, and their 
nan-re released to the sews- . 
papers. 

- Contax is also supporting 

moves to crack down on 
what Mr Connolly calls .the 
hard end" of the black econ- 
omy. Working in collabora- 
tion. with the police and cus- 
toms, the ORC has set up the 
Criminal Assets Bureau, 
which is helping to tackle 
crime through seizing prop- 
erty and charging criminals 
on tax infringements. 

"The implementation of 
Contax has made it far 
Busier to deal with the tax 
system than in the past. His- 
torically it was the compli- 
ant people who got all our 
attention. Now we can put 
our efforts into tracking 
down those who don't pay," 
adds Mr Connolly. 


SKILLS AMD THAINMG 

Top of Europe’s 
graduate league 


Rapid growth in 
the IT sector is 
generating skills 
shortages 

O ne of Ireland's most 
important assets, as 
It competes interna- 
tionally to attract inward 
investment, and seeks to 
enco u rage the development 
of the indigenous IT sector, 
is its high level of skills: the 
country boasts a h i ghly per- 
centage of graduates than 
any other in Europe. One 
company more than any 
other underlines the attrac- 
tions this bolds for inward 
investors. 

The US software com- 
pany, Isocar, has reversed 
the usual model by siting 
its software development 
centre, not at its US head- 
quarters in Santa Monica. 
California, but in Dublin. 

"This is the primary 
development centre for Iso- 
car worldwide." says David 
Langley. European general 
manager. "It is not toe 
usual model, but the direc- 
tors who set up the com- 
pany in 1991 had previously 
hart dealings in Ireland «nri 
knew the quality of gradu- 
ates coming out of com- 
puter science courses really 
is top class.” 

Isocor now employs more 
than 200 staff worldwide. Of 
these 90 are in Ireland, of 
wham 95 per cent are grad- 
uates, with 65 working in 
software development 
The company specialises 
in opens standards software 
for messaging and directory 
infrastructures. 

Isocor is not alone in 
being attracted by the avail- 
ability and qualify of eMUs 
A ccording to the industrial 
Development Authority, 
mare than 8,000 jobs were 
created in the IT sector in 

1997. 

But recent rapid growth 
is now generating skills 
shortages and driving up 
salaries. Mr Langley says: 
"While we did not envisage 
this happening when we set 
up in 1991, it is obviously 
the price of success. It Is 
still possible to recruit qual- 
ified staff, but salaries are 
rising. “Two years ago the 
graduate starting salary 
was I£14,000, it is now 
018,000-” 

Glen Poor, product unit 
manager of Microsoft’s 
worldwide product Group, 
also in Dublin, agrees: "It's 
now getting competitive for 
labour. This is driving up 
costs - and it is an issue. 
There are 10 per cent too 
many companies out there 
competing with me for 
staff.” 

He has 20 vacancies and 

adds that one German com- 
pany that set up in the area 
recently offered recruits a 


25 per cent increase in sal- 
ary. 

In some cases, companies 
are advertising for staff not 
just in Ireland, but also to 
attract emigrants home. 
One company does most of 
its recruitment advertising 
in the US paper, 77je Boston 
Globe, an area with a large 
American Irish population. 

But both Mr Longley and 
Mr Poor point out that IT 
skills shortages are a world- 
wide. and not just an Irish 
problem, and say they are 
encouraged by government 
initiatives to deal with 
shortages. These Include: 

D The Education Tech- 
nology Investment Fund, 
launched in November 1997, 
which will invest I£250m 
over three years to renew 
and modernise the infra- 
structure of further educa- 
tion institutions, particu- 
larly in technology areas, 
and develop training for 
emerging skills needs. 

□ The Schools IT 2000 
programme - launched in 
1997, this is a policy frame- 
work for improving IT 
touching and equipment in 
schools. The government is 

The public 
and private 
sectors are 
working 
together in 
training 
projects 

investing I£40m, and the 
private sector will also be 
involved. 

For example, the telecoms 
company, Telecom Eireann 
is contributing I£i0m. It 
includes: The Technology 
Integration Initiative - to 
install 60,000 multimedia 
computers in schools by 
2001; the Teaching Skills 
Initiative - to develop the 
IT skills of 20,000 teachers 
(at least one per school); 
and the School Support Ini- 
tiative - to encourage the 
use of IT in schools. 

The government has also 
launched a campaign to 
encourage young people to 
take up jobs in the indus- 
try; 8.000 new places on IT 
courses came on stream In 
university and further edu- 
cation institutes; and a new 
industry/education initia- 
tive began in January 1996 
to jointly recruit and train 
technicians. 

Private sector training 
and recruitment companies 
are also playing a role. 

Sensing the growing 
shortage of IT skills, the UK 
computer contracting 
agency Computer Team 
Group opened an office in 


Dublin in January this 
year. Managing director 
Peter Smith, says; “A very, 
very large number of IT 
companies have been 
attracted to set up here 
over the last few years, and 
there are now 500 in and 
around Dublin. 

"In addition, 400 of the 
world's leading financial 
services companies have 
offices in the city. A tre- 
mendous demand for IT 
skills has suddenly grown 
up, and there will be a huge 
increase in demand over the 
next few years.” 

Some of this do wand trill i 
come from the proposed 
I£1.5bn redevelopment of 1 
Dublin docklands which Is! 
forecast to create 40,000 new i 
jobs in lT over the next ten 
years. i 

Mr Smith says that thej 
IDA was keen to encourage I 
one of the main UK IT con- 1 
trading agencies to come to j 
Ireland. "The market is I 
very immature, and most 
companies would prefer to 
employ permanent staff," 
he says. "We will be work- 
ing to develop the image of 
contracting as a profes- 
sional sendees business. 

“While there may be a 
perception that contractors 
will be here today, gone 
tomorrow, and won’t care 
long term, in fad they are 
screened by us before they 
get near a client and pro- 
vide a highly professional 
sendee.” 

Computer Team Group 
intends to attract contract 
staff in from the UK and 
elsewhere. "There is. of 
course, a huge emigrant 
Irish population, and we 
will be attracting people to 
go home.” 

TO date, there are 200 con- 
tractors on the books. 

IT companies are working 
in partnership with the gov- 
ernment and education to 
bridge the skills gap. Many, 
such as Intel, have liaison 
officers working with uni- 
versities and colleges on 
curriculum development 
and other skills issues. Oth- 
ers have initiated communi- 
ty-based training pro- 
grammes. One example is 
the Ballymun Project, 
financed by Microsoft. 

Ballymun is a disadvan- 
taged area of Dublin, with 
69 per cent unemployment. 

The first 25 graduates of 
the projed, all Ballymun 
residents, completed the 
two-year course to become 
Microsoft Certified Profes- 
sionals at the end of 1997. 

"The course is success- 
fully training previously 
long-term unemployed, giv- 
ing them toe skills needed 
to obtain high-paid profes- 
sional jobs in toe IT sector," 
says Anne Riordan, country 
business manager for Micro- 
soft Ireland. 
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INWARD INVESTMENT • SOFTWARE ‘LOCALISATION’ BY MICROSOFT 


Fine tuning for market needs 




Microsoft 
outsources much 
of its software 
testing to Irish IT 
companies 


T he most impressive 
indicator of the suc- 
cess or the IT sector in 

Ireland is the high level of 

software exports. Around 40 
per cent of packaged soft- 
ware and 60 per cent of busi- 
ness applications sold In 
Europe come from Ireland, 
making it the second largest 
software exporting country 
after the US. 

A high proportion of this 
stems from Microsoft, which 

has its European software 
localisation centre at Leo- 
pardstown in Dublin. 

The Worldwide Product 
Group Ireland tWPGH was 
set up in 1988 to provide the 
European and South Ameri- 
can markets with country 
specific versions of Micro- 
soft's products, reflecting 
local languages and culture. 
The group has grown from 
localising two products, 
MS Dos and PC Word, into 
two languages in 1988. to 
working on more than 1U0 
products in 25 languages 
today. 

Microsoft has 1,000 staff in 
Ireland, more than any other 


operation outside the bead- 
quarters in Seattle. In 1997. 
the turnover of the Irish 
operation was I£l,6bn, and It 
was the sixth biggest com- 
pany In the country. 

More than 40 per cent of 
employees in WPGI come 
from mainland Europe, and 
there are also staff from Bra- 
zil and Mexico. They ensure 
that the translated software 
is culturally and linguisti- 
cally accurate. Irish employ- 
ees are primarily involved In 
program management, soft- 
ware engineering, testing 
and packaging. 

Localisation begins at the 
product design stage, with 
WPGI managers attending 
planning meetings in Seattle 
where the specification for 

new products is drawn up. 

Localisation requirements 
must be built into the design 
because certain technical 
features may be needed to 
enable a product to work 
correctly when translated 
into another language. 

The localisation process 
begins once prototypes are 
stable and close to the final 
version of the product. It 
involves the adaptation of 
software, and the translation 
of manuals and on-screen 
text 

The actual translation of 
the software is carried out 
by third parties in the target 
country, and managed from 


Dublin. There is also an 
extensive testing process in 
purpose-built labs, to ensure 
that when the software is 
modified, it still works on 
the appropriate hardware. 

“In other words, we think 
about localisation In three 
ways; at the design stage in 
Seattle, we think about prod- 
ucing a product which will 
work in all markets; then we 
think about adaptations for 
the local market, such as 
spelling-checkers, or modem 
drives for modems that are 
only sold in Europe; and we 
translate into the appropri- 
ate language." says Glen 
Poor, product unit manager 
at WPGL 

“We’ve developed a line 
level of understanding of 
local market needs - we 
want to get a product right 
first time." 

Often, consideration of cul- 
tural differences can be very 
subtle, especially in games 
software, or products sucb 
as the electronic encyclopae- 
dia, Encarta. 

Localisation has to take 
place in tandem with US/En- 
glish language development 
to allow simultaneous ship- 
ment of new products. This 
means that Ireland is also at 
the centre of an extensive 
data network allowing devel- 
opment teams in the US and 
Ireland instant on-line 
access to each other’s work. 


“This is a very big private 
network, of which the entire 
European segment is man- 
aged and supported from 
Dublin." says Mr Poor. 

Microsoft fosters the devel- 
opment of local companies, 
outsourcing certain aspects 
of testing, which might be 
crudely summarised as 

“looking for bugs." 

"It is a business strategy 
to outsource this sort of 
work, because it allows us to 
readily adjust resources as 
the business cycle goes up 
and down." says Mr Poor. 

“There are great advan- 
tages in having lots of other 
IT companies around us. 

Lots of smaller companies 
provide testing and other 
services - we might use 
them far six months, while 
another company uses them 
for the rest of the year." 

T he presence of other 
IT companies Is also 
important to Micro- 
soft's sales and marketing 
arm in Ireland. 

“We work on the indirect 
model, so it Is important 
there is a cluster of vendors 
and other third parties," 
says Anne Riordan, country 
manager for Microsoft 
Ireland. “Our relationships 
with resellers and consul- 
tants are paramount" 
Microsoft deals with about 
70 solutions' providers and 


LQQ0 resellers. 

One of the downsides of 
this supporting infrastruc- 
ture is that Ireland has the 
worst record in western 
Europe for software piracy. 

The Business Software 
Alliance (BSA), set up in 
1997 to combat piracy, says 
that mare than two out of 
every three business soft- 
ware applications In use is 
Illegally copied. The Alliance 
estimates that piracy is cost- 
ing Irish companies over 
l£30m in lost revenue each 
year. 

“One reason that piracy is 
high in Ireland is because all 
the facilities for printing 
manuals and packaging soft- 
ware are here." says Mr 
Poor. The BSA believes 
another reason is that users 
do not understand that when 
they buy software, they are 
not buying it outright, but 
being granted a licence to 
use it on a given number of 
machines. 

US software companies 
operating in Ireland, includ- 
ing Microsoft, Novell and 
Lotus, have caused consider- 
able embarrassment in offi- 
cial circles by drawing atten- 
tion to the losses they incur 
as a result of software 
piracy. The government 
hopes that new copyright 
legislation, due to be intro- 
duced in July, will reduce 
the problem. 


INDIGENOUS SOFTWARE COMPANIES 


Strategy to increase exports 
five -fold in next four years 


Ireland aims to 
grow large firms 
that can 
dominate global 
markets 

O ver the past 20 years, 
the Irish software 
industry has become 
one of the most important 
sectors of the economy, now 
employing 20.000 people. 

But while exports from the 
sector as a whole are worth 
!£4bn. exports from indige- 
nous companies are valued 
at only l£400m. 

To put this in perspective, 
there are 500 indigenous 
companies and 100 overseas 
companies. 

If current growth rates can 
be maintained, by 2002 the 
industry will employ 40.000 
people, supporting exports of 
i£10bn. according to the Irish 
Software Association. (ISA). 

More ambitiously, the ISA 
states in its recent publica- 
tion. Strategy for Growth, 
that in the next four years 
indigenous companies can 
increase exports by five 
Limes, to l£2bn. 

With a home market that 
is almost irrelevant, the suc- 
cess of the indigenous soft- 
ware companies depends on 
exports. The ISA recognises 
that this means companies 
need global marketing, sales. 


distribution and support 
mechanisms. 

“These activities require 
financial resources on a 
scale previously unimagined 
by the Irish industry and 
will demand a completely 
new investment climate." 

To achieve the ISA's tar- 
get, Ireland not only needs 
to increase the number of 
companies, but more impor- 
tantly, to grow large firms 
that can dominate global 
markets in their chosen 
niches. 

The pre-eminent role 
model for Irish companies 
setting out to achieve this, is 
the middleware company. 
Iona Technologies, which 
was spun out of Trinity Col- 
lege Dublin (TCD) In 1991. It 
floated on the US stock 
exchange Nasdaq In Febru- 
ary 1997. raising $138m. the 
5th largest software com- 
pany flotation. 

Iona has its roots in an 
EU-funded Esprit research 
project set up in 1984 to 
tackle the issue of interoper- 
ability of heterogeneous 
computer systems. 

Collaborators on the proj- 
ected included Bull Informa- 
tion Systems, ICL. Siemens. 
Olivetti, the Universities of 
Glasgow and Pisa and TCD. 

“The grant from Esprit 
was absolutely critical in 
getting the company going.” 
says Chris Horn, founder 


D • S • S 

Decision Support Systems limited 

Computer Systems and Services 

DSS is a leading provider of 
(T services to the corporate market in Ireland. 

We offer clients a wide range of services including; 
Network and Integration Services 
Migration Planning and Consulting 
Server and Desktop Rottouts 
Help Desk Outsourcing 
Technical Resources 

Product Fulfilment, eg. Compaq. Microsoft 
Protect Management 

As an independent member of the 
ACSL international reseller alliance, DSS is part of a 
$6 billion group of leading computer companies world-wide. 

Our ability to offer multinational companies all the benefits of 
working with an international supplier, combined with our 
skins and reputation in the Irish marketplace have helped 
DSS secure contracts with a number of International 
companies who have set up operations in Ireland. 

To find om more about what wo can after you. contact: 

O.SS. 

Hyde House, 

Adelaide Road. 

DubHn 2, Ireland 

TW: 350-1-661-9530 Fax: 3KM -£76-4655 
e-mafl: sakn@ded9lonJe 


and chief executive of Iona. 
“As a result, we were the 
only company to have a com- 
mercial implementation of 
the Corba standard (Com- 
mon Object Request Broker 
Architecture), designed to 
enable the interoperability of 
software applications, when 
it was set out by tile US 
standards body, the Object 
Management Group, in 
1989." 

The main hurdle in getting 
the company started was a 
lack of venture capital. “At 
that stage, it was impossible 
to get venture capital in 
Ireland." be says. “We also 
looked in the UK, but there 
was no interest. There was 
interest from US venture 
capital companies, but they 
wanted us to relocate." 

As a result, the three 
founders had to work part 
time as consultants to fund 
themselves and the com- 
pany. and at the same time 
work at developing the busi- 
ness. 

The advantage of this was 
that Iona has always traded 
profitably. However. Mr 
Horn says, “with venture 
capital backing, we could 
have gone public a year ear- 
lier." 

One factor that helped was 
TCD’s Campus Company 
Scheme, which allows aca- 
demics to gradually reduce 
the amount of work they do 
for the university over three 
years, and to be paid pro 
rata during this period. 

In the early days. Iona also 
received government job 
grants, a one-off payment for 
each new staff member. 

Iona’s development was 
also aided by the presence of 
so many multinational IT 
companies in Dublin. 

“We could literally hop in 
the car and drive round the 
industrial estates to make 
presentations to all of the 
significant US companies, 
and several Japanese ones, 
too. 

“If they weren’t doing the 
work here, they could tell us 
who to go to in the US." says 
Mr Horn. 

Iona was set up in 1991 
and shipped its first product 
in 1993. This was a turning 
point because the product. 
Orb Lx. attracted the atten- 
tion of Sun Microsystems, 
which invested $600,000 in 
Iona, in return for 25 per 
cent of the equity. (A canny 
Investment, since Sun made 
150m on its stake when Iona 
went public). 

From here, turnover grew 
rapidly, rising from 52m in 
1393, to 948m in 1997. Staff 
numbers rose from eight to 
470. 

Such is the success of Iona 


that Mr Horn says: “We did 
not really need to go public 
for the money. 

But middleware is ‘bet 
your business* kind of soft- 
ware. We have a lot of cus- 
tomers in the US who 
wanted the comfort factor of 
dealing with a US-quoted 
company. The rigour that is 
demanded by a Nasdaq list- 
ing helped us to win bigger 
US accounts." 

Another of Ireland’s rising 
software companies , Pier- 
coni, also has its roots in two 
Esprit projects. Redo and 
Recycle, which developed re- 
engineering techniques for 

migrating legacy mainfr ame 
systems to client server 
architectures. 

The shortage of venture 
capital was also a problem 
for Piercom when it was 
spun out or the University of 
Limerick in 1994. Much of 
the initial capital came from 
one of the founders. Profes- 
sor Tony Cahill; the com- 

By 2002, the 
industry will 
employ 40,000 
people, with 
exports of 
I£10bn 

pany also received 1£50,000 
from the development 
agency. Shannon Develop- 
ment. 

“In the early days It was 
very difficult to get money - 
I spent much of 1995 and 
1996 trawling Ireland and the 
UK looking for venture capi- 
tal," recalls Charles Stanley- 
Smith, co-founder and tech- 
nical director. “It was diffi- 
cult to get venture capital 
for software. At this time 
investors were still into 
bricks and mortar: they 
wanted something they 
could see.” 

In Us first round of fund- 
ing in 1994, Piercom raised 
IS500.000, from private inves- 
tors. of which 12250.000 came 
from the US software entre- 
preneur, John Cull inane, 
founder of Cullinet Systems. 

Then in December 1997. 
Piercom raised I£1.3m from 
existing investors, and for 
the first time received ven- 
ture capital backing from 
ACT, Ireland's leading ven- 
ture capital company. 

Mr Stanley-Smith believes 
that Iona’s flotation, “proved 
to the world that software is 
a viable thing to back, and 
brought it home to investors 
that Irish software is leading 
the world." 

In 1997, less than I£l5m 


was invested by venture cap- 
ital Arms In 16 software com- 
panies, according to the ISA. 

“While an improvement on 
previous years, this is totally 
inadequate to finance Irish 
companies hoping to com- 
pete in global market," says 
the ISA, adding that "at 
least i£500m in venture capi- 
tal is needed to sustain 
development of the sector." 

By July this year. Piercom 
expects to have its third 
product on the market. 

"Now we are generating 
revenue, we will go for a 
placement in the next num- 
ber of months." says Bill 
Henebry, chairman and 
finance director. “The cash 
will be used to complete 
product development" 

The most significant ele- 
ment in Piercom ’s commer- 
cial development is the rela- 
tionship it has with the Irish 
subsidiary of Digital. The 
two worked together on a 
project to assess the scale of 
the Year 2 000 computer date 
problem at the department 
of social welfare. 

As a result. Digital 
adopted Piercom ’s auto- 
mated Year 2000 conversion 
tool Tor use in its date con- 
version projects worldwide. 

“This is highly significant 
for our credibility. Piercom 
went through an evaluation 
process against lots of other 
tools from the US and else- 
where, and we came out on 
top." says Mr Stanley-Smith. 
“This brings great kudos 
because it shows that Irish 
software is world class." 

Piercom exports 99 per 
cent of its products, but like 
Iona, Mr Stanley-Smith 
believes that the home mar- - 
ket is important as a source 
of expertise and advice. 

“It’s a useful microcosm," 
he explains. “Everyone 
knows everyone. You can 
get close to users who are 
not necessarily your custom- 
ers. and get a good view of 
the issues affecting them." 

One result of the growth of 
the software sector, and the 
Irish economy in general, is 
that people who emigrated 
to work are coming back to 
the country, bringing their 
expertise with them. 

Mr Henebry, who joined 
Piercom in 1997, is a good 
example. He worked for 
Wang for 13 years, including 
a five-year stint in Brussels. 

“The growth of Irish soft- 
ware now makes it an 
extremely moating area to be 
in. It is very important to 
the development of the sec- 
tor that so many people have 
worked abroad because - 
apart from excellent con- 
tacts - it helps with the 
mindset of exporting." 



One of three global hubs; Distal's new erf centre hr the Dublin saves customers worldwide 
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Putting down 
deep roots 


Digital is 

well-positioned to 
take advantage of 
shifts in Ireland's 
IT services sector 

I t was a harsh blow tor 
Galway, and for Ireland’s 
inward investment strat- 
egy in 1993 when Digital hit 
hard times and closed its fac- 
tory in the city with the loss 
of 700 Jobs. 

Digital Equipment Ireland, 
one of the longest estab- 
lished overseas IT companies 
in Ireland, was set up in 1971 
to manufacture minicompu- 
ters. 

The transformation of its 
Irish operations since the 
Galway closure challenges 
the view that inward invest- 
ment merely attracts "screw- 
driver operations" which are 
here today, when the grants 
are being handed out. but. 
gone tomorrow, when for- 
tunes change. 

Digital Ireland is also an 
exemplar for the way in 
which the IT sector in gen- 
eral has matured, and how 
inward investment compa- 
nies .are putting down deep 
roots in Irish sofl. 

The focus of Digital’s 
operations in Ireland has 
shifted, as has the industry's 
focus, from hardware, to 
software and services. 

Galway is the home of the 
European Software Centre, 
which employs 550, whilst 
Dublin is the base for the 
Ireland sales and marketing 
arm, which employs 400. 
Also, in Dublin, the com- 
pany has a Year 2000 Compe- 
tency Centre, serving cus- 
tomers worldwide, and a 
European Customer Support 
Centre. It has just opened a 
multi-million pound «oi cen- 
tre. at a new site in the city, 
which will form one of three 
global hubs for Digital’s cus- 
tomer service and support 
“Obviously, the nature of 
what you do is likely to 
change over time, as the 
industry and the technology 
develops," says Peter Don- 
nelly. country manager for 
Digital. 

“The investment in the 
call centre Is a tremendous 
accolade for Ireland. The ini- 
tiative to develop the call 
centre came from wi thin 
Digital Ireland, and shows 
the passion within the com- 
pany that the talent is here. 
Without that kind of pas- 
sion. no company will get 
NiTviin i tm pnt fnmi its head- 
quarters." 

When preparing the busi- 
ness case for putting the cal! 
centre in Ireland, the avail- 
ability of government grants 
was not even mentioned. 

Mr Donnelly says: 
“Undoubtedly grants cannot 
be a disincentive, but there 
are a lot of other factors that 
must be weighed in mak- 
ing this kind of investment. 

You can get grants wher- 
ever you go." 

Tony Devine, vendor 
operations manager, has 
worked for Digital for 20 
years, and his career path 
tracks the evolution of Digi- 
tal Ireland. “It has come 
from a small manufacturing 
facility to be a diverse, mul- 
ti-functional operation. The 
business is no longer focused 
on the Irish market, but on 
the whole of Europe." 

Mr Devine says that the 


management in Ireland “has 
been very pro-active" in 
working to make Ireland a 
centre of expertise for 
Europe and beyond. 

Whereas having a small 
home market is usually con- 
sidered a disadvantage, in 
this context it becomes an 
advantage. 

“We are very much a part 
of Digital’s European busi- 
ness. and would be consid- 
ered as the location for any 
Digital projects.” he says. 
Developments in telecommu- 
nications mean that 
Ireland's geographical posi- 
tion. cm the Western edge of 
the continent, is no longer 
an issue. “The technology 
means that customer satis- 
faction can be achieved 
remotely." 

The call centre operation 
began In 1994 as a pilot to 
see if it was possible to 
deliver customer service 
remotely. 

“Digital had lots of centres 
providing direct customer- 
support and needed to con- 
solidate. The industry was 
chan g in g from proprietary 
systems to multivendor cli- 
ent server systems, and cus- 
tomers were no longer tech- 
nical specialists in the 
computer room but PC users 
at their desks,” says Mr 
Devine. "You can’t support 
this type of system with the 
same methodology as 
before." 

The pilot was successful 
and the European customer 
support service in Ireland 
now has 400 staff, with room 
for more In the new call cen- 
tre premises. The centre 
handles not only Digital cus- 



Petar Donnelly, DigttaTs country 
manager: tretand has the talent 

tamers, but also services out- 
sourcing contracts which 
Digital has with companies 
including Microsoft and 
Compaq. 

“Dublin was an attractive 
place for the call centre 
because tt is cost competi- 
tive. has the infrastructure, 
and so on. There is also 
strong government support. 
But the fundamental piece Is 
the people," says Mr Devine. 
“The pool of skills in the UK 
and other countries is declin- 
ing, Ireland is still producing 
a huge number of people 
with a high level of skills." 

At present, there are 27.000 
graduates a year coming on 
to the labour market, of 
which 9,000 to 10.000 have 
science degrees. School leav- 
ers who have had IT training 
in school are also becoming 
an increasingly important 
source of recruits for call 
centres. 

In addition, the booming 
economy and the availability 


of jobs is enticing expatri- 
ates to return home. 

“As we are serving cus- 
tomers across Europe we 
also have a requirement for 
language skills. The govern- 
ment made a positive move 
some years ago to encourage 
the setting up of mixed sci- 
ence and language courses. 

“In addition. Dublin has 
acquired a reputation . as a 
very cosmopolitan city, and 
there is a tremendous Influx 
of foreign nationals." 

Mr Devine adds: “As time 
goes on, we see ourselves 
less and less as Digital 
Ireland, and more and more 
Digital Europe. The fact that 
we’re in Ireland becomes 
almost incidental, the. point 
is that we’ve got the 
resource base." 

Another example of the 
external focus of Digital's 
Irish operations is the Euro- 
pean Year 2000 Competency 
Centre, set up in 199$. -’, 

The centre’s manager. 
Cliff Murphy, explains that 
Digital Ireland was the first 
unit in the company to cany 
out a Year 2000 assessment 
for the Department of Social 
Welfare, a large Digital user, 
and. as a result, the firaf to 
source and develop 'Year 
2000 conversion tools for Dig- 
ital systems. 

“We became a centre of 
expertise within Digital, and 
have done a number of con- 
version projects in the US. 
including some of the earli- 
est work for financial insti- 
tutions on the east coast." 

UK clients include British 
Gas and British Aerospace. 
The centre has 44 staff and 
expects this to rise to over 70 
as new contracts come 00 
stream during this year. 

“Anyone who hasn’t 
started Year 2000 work is 
now too late," he says. “We 
are currently working with 
clients, helping them to 
prioritise which systems to 
do.” 

At the same time, adds Mr 
Murphy, the cost of Year 
2000 work is going up by 10 
per cent per quarter. 

Digital Ireland is now fac- 
ing up to further change 
with the takeover by Com- 
paq. Digital is currently the 
second largest IT supplier to . 
the domestic market, after 
IBM. with a turnover of 
l£62m in 1997. 

The merger with Compaq, 
which had turnover of I£43m 
in 1997, will put the com- 
bined company in number 
one position. 

The two companies have a 
pre-existing relationship in 
Ireland, with Digital provid- 
ing warranty services for 
Compaq's PCs and savers. 

“The merger must put us 
in a position of strength, 
bearing in mind the rela- 
tively small overlap. It must 
mean a stronger company in 
the future." says Mr Don- 
nelly. 

Before the closure of the 
Galway plant. Digital had 
1,700 employees in Ireland, 
now it has 1,400. 

“The way that the busi- 
ness has changed means 
that Digital in Ireland is cer- 
tainly better positioned to 
take advantage of shifts in 
the Industry. Software and 
services are where the value 
is now-. " ; 

“Black boxes are black 
boxes: most are made In the 
Far East for economic rea- 
sons." 


The 


ttom line... 


“Operating a gfofaa! business from a 1 
ST good co mmunica tions infrastructure, 
fts advanced, telecoms 


Kieran M. Nagle. Chief Executive - Kindle Banking 
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years of IT 


19 «FT I T 


benefits 
- and problems 

The digital computer's half century report card still suggests 
some room for improvement, reports Philip Manchester 


L ater this month, the 
IT industry wffl cele- 
brate the 50th anni- 
versary of one of the 
mo st im portant events of the 
cgp tgry - the execution ctf 
the first stored program in a 
general-purpose computer. 

At II am on June 21, 1948, 
the program, written by Tom 
Kilbum to calculate “the 
highest proper factor of two 
to the 18th power", ran suc- 
cessfully at the University of 
Manchester in the UK cm a 
computer nicknamed “Baby" 
- thus marking the begin- 
ning of the age of informa- 
tion technology (IT). 

It took another thirty 
years from these humble 
beginnings for the “elec- 
tronic brain 1 * of the 1940s to 
flower into the huge interna- 
tional industry that it is 
now. By the late 1970s, most 
of today's leading players 
were in position and a 
steady stream of innovation 
spilled out to create the mod- 
em IT industry. And over 
the last 20 years, IT has 
moved into every comer of 
human activity - and a myr- 
iad innovations and fortunes 
have been built on the foun- 
dation laid by “Baby". 

Digital computers have, of 
course, had their greatest 
impact on commerce. 

Firstly, in the automation 
of production in factories, 
then in accountancy, distri- 
bution and operational con- 
trol and. most recently, in 
mass communications. 


The engine room of world 
economic activity - from the 
international trad- 

ing networks to the local 
comershop - is now tied 
inextricably to IT. With the 
shift to electronic commerce, 
the bonds win became even 
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IKs month marks one 
of jhe most important 
events of flie century - 
the. execution of fhe-ffrst 
stored program fat a 
general-purpose 
computer 


tighter. But with the pros- 
pect of IT systems being 
unable to cope with the year 
2000 dale change, thus caus- 
ing globa l fHanq as the world 
enters the third millepniuiD. 
the digital computer’s half 
century report still leaves 
room far improvement 

While ZT has brought obvi- 
ous practical benefits - 
improvements to design and 
producti cm processes, better 
medicine, more flexible 
financial instruments - it 
has caused problems, too. 
Worries over security and 
privacy, coupled with con- 
cern over the anarchic 
nature of the Intranet, have 
countered some of the bene- 
fits. 

Mystique 

Unfulfilled promise is also 
long-running gripe about IT. 
“There is no doubt that pro- 
ductivity gains have been 
made - IT has automated a 
whole bundle of baring pro- 
cesses. And it has allowed us 
to do things that we could 
not do before. But there has 
also been lots of overselling 
and filling the technology 
with mystique - which leads 
to unfulfilled expectations," 
says Philip Crawford. Euro- 
pean vice president at Oracle 
and veteran observer of the 
IT industry. 

“But I think a si gnifican t 
chang n is happening. Tech- 
nology is now mainstream - 
both to life and to business - 


and people have a tremen- 
dous yearning to understand 
what it can really do. They 
will be less likely to be taken 
in by the hype." 

Some see the imminent 
problems that result from 
the so-called Millennium 
bomb dispelling the mys- 
tique of IT, however. 

“The Year 2000 is going to 
he a big shock to a lot of 
people - and one that could 
lead to a backlash against 
information technology. 
People will ask: how could 
this happen? And they won't 
get a satisfactory answer,” 
warns Ian Hugo of Taskforce 
2000. 

He describes the year 2000 
problem as a “major discon- 
tinuity" which will have dev- 
astating consequences on 
the commercial use of IT. 
This, he says, will lead to 
companies “ditching, 
scratching and re-building” 
their rr systems. 

They might come to some 
interesting - and, currently 
unorthodox, conclusions 
about IT. Bob Anderson, 
director of Xerox's UK 
research laboratory at Cam- 
bridge, agrees that the Year 
2000 issue could change atti- 
tudes significantly. “Year 
2000 and European monetary 
union (Emu) will force 
everyone to step back and 
ask serious questions about 
IT. We are shackled to if and 
we will only realise how 
much when it goes wrong,” 
he says. One strand of Xerox 


History made on a train 


Philip Manchester talks to Dr Tom 
KUbura about how he came to be the 
first digital computer programmer 


I mmediately after the 
Second World War, most 
of the components 
needed to build what we 
now know as the modem 
digital computer were . in 
place. 

Wartime efforts on both 
sides of the Atlantic had pro- 
duced workable designs and 
funds were available to pro- 
mote further research. 

Only one key component 
was missing; a viable way of 
storing and retrieving data 
or an electronic memory. 
Without a memory, comput- 
ers were made to work by a 
complicated and time-con- 
suming process of setting 
switches. But with an elec- 
tronic memory, a program 
and its data could be loaded 
electronically - turning the 
computer into a true, gener- 
al-purpose, machine. 

Tom Kilbum, a Cambridge 
maths graduate who 
retrained as an electrical 
engineer to work on secret 
radar systems during the 
war, found himself part of 
the race to build a memory 
on a research project at the 
University of Manchester. 

“I worked with electronics 
expert Freddie Williams at 
the Telecommunications 
Research Establishment 
(TOE) in Malvern. When he 
was invited to take the chair 
in what they called ‘electroc- 
technics’ at Manchester, he 
asked me to join him and 
work on a project to build a 
digital memory," recalls Dr 
Kilbum 

During the war, Prof. Wil- 
liams, a recognised expert on 
electrical circuitry, worked 

with Dr Kilbum on cathode 
ray tubes (CRT) at TOE. This 
was to be the starting point 
of their quest for a memory 
- although, origi n al l y, the 
research was the'resuK of an 
effort to improve CRT tech- 
nology. 

“One of the problems oT 
radar systems involved dis- 


persing persistent echoes on 
the CRT. Professor Williams 
saw an experiment on a visit 
to the US in 1946 which 
aimed to solve this problem. 
Ibis gave him the idea of 
using the CRT to make a dig- 
ital memory,” Dr Kilbum 
explains. 

The CRT’s tendency to 
hold on to an image - 
although unwelcome on a 
radar screen - intrigued Prof 
Williams. He realised that it 
could be used to store digital 


data and, more importantly, 
retrieve it 

“Computing was one possi- 
ble application for this - but 
not the only- onc^"- says Dr 
Kilbum. 

“We were, of course, aware 
of other efforts to build a 
memory for a computer - at 
the National Physical Labo- 
ratory in the UK and RGA’s 
Selectron in the US. for 
example. NPL based their 
developments on mercury 
tubes but we saw the answer 
in CRT." 

■ The CRT-based memory 
offered a clear advantage 
over the mercury tube: it 
held data in a way that 



Dr Tom KHbum today, "«i « rebuUd of the original 
computer and a cathode ray tube. Work on the world's first 
computer program was done on toe train between Manchester to 
Dewsbury, where fir K3faum fived with Ms family. 
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A year of celebrations 



The city of Manchester ptens 

to celebrate the SOtti 

anniversary of too fra* stored 
program computra throughout 
1998. In addition to a series or 
con fe rence s and symposiums 
at the University °f 
Manchester, the Fostivai wM 
algo 9eek broader appeal with 

pop ronoats and arts events 

loading up to the June 21 

anniversary. • 

Many of the main events. 

undra the umtwto 

Digital Summer, w® *** &*** 

iris month - Including a . . 
one-day free. P°P rnu8 * c 
festival in the city centre on 


June 13. Dr Tom Kilbum wffl 
be honoired by the city at a 
Civic reception In the 
Bridgewater Hfifl on June 17. 
The reception wffl be fbHowed 
by a public concert by the 
world famous Hafle Orchestra. 

Dr KHbum’s p rog ram will be 
run on a recreated “Baby" 
computer at the Manchester 
Museum of Science and 
Industry on June 21. 

In September, Manchester 

acts as Joint host to Ihe 

international Sympo^um of 
Bectronto Arts toflowed by a 
*. QB.sumrrtt on electronic 
‘commerce. 


□ More details from Digital 
Summer's website: ds98.ocg.uk 
P Europress, a software 
company based near . 
Manchester, has released a 
muttlmetfia CD-ftom containing 
a complete history of the 
“Baby” computer. 

The CO-Rom rndudes an 
Interview with Dr Kiftxan and a 
working simulation of the 
original computer, it is 
avaSabto from Empress, price 
£1999, telephone 0800 454 
330. 

P Further dstaSs from the - 
Empress, website: www. 
eumpnxss.co.uk ' 


could be accessed directly - 
a true random access mem- 
ory (Ram). The mercury tube 
technology stored its data in 
a sequential form and was 
much slower to access. 

“There is an inherent per- 
formance advantage in using 
CRT as a Ram. It is simply a 
matter of redirecting the 
cathode ray - which can be 
done very quickly." Dr Kil- 
bum explains. 

He paints out that using a 
Ram - rather than a sequen- 
tial store - also simplifies 
the design of the computer 
itself. The NPL computer, 
fra example, was much mare 
complex because it had to 
cope with delays in getting 
Its data. 

By early 1948, the Man- 
chester project was weD- 
advanced. Prof Williams was 
keen to demonstrate the 
modified CRT - later known 
as “the Williams tube" - and 
show that it could stare and 
retrieve digital data. 

“The only way to prove 
the CRT store worked was to 
build a computer - what 
came to be known as ‘Baby*. 
Then we needed a task for it 
to perform - a program," 
recalls Dr Kffbum. 

The world’s first program, 
a irimplg maths problem, was 
created in an unlikely place: 
“I probably did most of the 
work on the train from Man- 
chester to Dewsbury, where 
I lived with my family," says 
Dr Kfibum. 

Success 

At 11 am on June 21, 1948. 
the Manchester “Baby" 
made history when Dr KI1- 
bum’s program ran success- 
fully for the first time. The 
program found the highest 
proper factor of two to the 
power of 18 by repeated sub- 
traction. 

Although the event passed 
off with little interest out- 
side the (then) tiny world of 
the computer Stite, the UK 
government was quick to see 
its importance. It funded a 
joint development project 
with tho emerg in g UK Com- 
puter company, Ferranti. 

Three years later, Ferranti 
installed the Mark 1 - a com- 
mercially-built computer 
based on the original 
“Baby”, at the universi- 
ty. . . and the computer 
industry, as we know it 
today, took its first tentative 
steps. The Mark 1 became 
the ancestor of later genera- 
tions of computer from the 
Ferranti Atlas in the 1960s to 

the ICL TTifltnframpg of the 
1970s. 

“The CRT store also took 
on an i nd e penden t life with 
other computer builders. 
The Un i versity of Illinois 
and the Univ er s it y of Calif- 
ornia both bunt computers 
with CRT stores. And IBM’s 
early 701 and 707 computers 
used CRT too." says Dr KD- 

bUEZL 



The financial sector is now the largest investor in in for m ation technology in the business world. Pictured here are dealers surrounded by 
FT systems at the Philadelphia Stock Exchange FVtm trt Ten, A-KMws 


research - into the use of 
paper in offices - points to a 
future which balances IT 
more evenly with traditional 
ways of working. 

“We do not see paper dis- 
appearing - we see it as 
ephemeral. Paper will 
become a temporary storage 
medium - and permanent 
records will increasingly be 
kept electronically. 

“With technologies such 
as desktop scanning, we can 
move in and out of the digi- 
tal world easily." Mr Ander- 
son ggplains- 

His colleague Monica Bel- 
trametti, director of Xerox’s 
Grenoble laboratory in 
France, suggests that busi- 
ness must find better ways 
to measure genuine produc- 
tivity: “We all know that IT 
comes with a cost and we 
must ensure that the bene- 
fits exceed the cost But ben- 
efits - productivity gains, 
performance gains, effi- 
ciency - are difficult to mea- 
sure and we must find ways 
to do it," she explains. 

John Rade, chief executive 
of the US software company. 
Computron, also sees better 
metrics as the key to finding 
the real benefits of IT. He 
moved from working in fac- 
tory process control systems 
during the 1970s and hoped 


to bring the same level of 
successful automation of 
general business processes. 

“One of the big disappoint- 
ments is that we hare not 
managed to be so successful 
at automating business pro- 
cesses as we were in the fac- 
tory'. But then if you can't 
measure it. how can you 
tell? 


“The biggest hope is that 
the next generation - which 
has been heavily exposed to 
IT - will see it as a useful 
tool and understand how it 
can be applied. If you really 
want to change an organisa- 
tion you need a combination 
of people, process and tech- 
nology to make it work." 

Computers have come a 


long way in the half century 
since “Baby". Dr Kilburn’s 
little program has blossomed 
into the giant global soft- 
ware industry and “gener- 
al-purpose" digital comput- 
ers are literally everywhere. 

It could, however, take 
another half century for the 
world to harness the real 
power of IT. 



Historic moment in June, 1948 In what was then caBed ’etectrotechnfcs’: Dr Tom KIRmsti, left, with 
Professor Freddie Wfffiams successfully run the first progr a m on the ‘Baby’ computer in Manchester 
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Specialist 
Centres in 
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WOKINGHAM 

WAKEFIELD 
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6 DAYS A 
WEEK 


SATURDAY 

TESTfNG 
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0113 989 7713 
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SANDERSON 


■ T«fc 01709 787 787 £ 6 rvi0B& 

F«c 01709 787 788 

SemtH0Sanderaon-drtxo.uk & 

Sanderson is the UK's premier suppfier of IT services and software with 
17 offices in the United Kingdom, Ireland and operations in Australia, 
USA, New Zealand and East Asia- Sanderson has developed and owns 
an extensive portfolio of software packages for a wide range of 
industries and applications including: 

Manufacturing Load Government Logistics and Distribution 

Procsssing Industry Schools & Coftogas Hotels 

Direct Marketing & Moil Order Rent Management SoBcfeora 

Finance and Distribution Airport* BWing and Customer Services 

Printing Industry Financial Management insurance 

Madia Industry Hsslthcsra Police & Security 

Credit Management & Cdtoctlons Multimedia fcCBTTraMng Document Image Processing 


Geographical Cow ragm firtsmafonal 


© SANDERSON 


GJoteirr Starch A Selection 

The Quaffrangk 

T 80 Wardoor Street 

London W 1 V 4 AE 

let +44 ( 0)171 734 1012 

Caopakpc +44 (0) 140 389 0202 


im 


Please visit httprfwww 

globalresourdng.com 

We are committed to offering 
IT Professionals a service based on urgency 
efficiency and a tt e ntion to detafl. 

Call Bahman Farad, Group Manager 
dtact on +44 (0)171 4781383. 




RELAY BUSINESS SYSTEMS 
Revolutionising Business Methods Using E-Commerce 

hwrodudm Q ect r ortc Commerce tone anotynbadon am reWludonhs die wy it does business. Simply 
being able to sdf products over the Wfcrtd Wide Web an aim the smallest company into a global, 24 
hour* a day business handing an enomtnn .quantity of ordere-The impBodom are. however. mudi wider 
than dils. By dw new millennium, busfcieue* w9 hare to transform the way they communicate, both 
htcsmaRy and with the outride Worth using Interne*. Intranet and Extreme tnchnotogfeSL. In addition, 
c u stomers wiB expect t» hare a personal retafoiuhip with their suppliers and Websites wfli hare to 
change dynamically to reflea each persons requireme n ts. 

Thrombi Its co t i u nt o rune to Java e th nology and strategic perniorsNp* wfcfi leading IT providers such as 
Sun fUerosystMi n . Sang Inwmt tota l Inc, the world leader in component based Java applications, and 
Orade. Relay Business Spasms can independently avafun* hosgraxa and implement the hues In prawn 
(T solutions to aBow companies to Implement E-Commerce throughout the corporata enterprise. 

Tho Institute of ©tractors - Rotadonahip Commoroo In Action 

The Iraatam of Dirsctort newV\M> presence (httpd/wwwJodxoLii^. developed by Rahils an exeallent 
example of ^-Commerce in action. The loDk Investment fn 5-Co mm erce wffl transform the way It 
operates, making Itself more accessible to the business community: while provkfing a speedy and person! 
on-lna service to members and non-members sHotAs Andrew Main Wbon, Managing Director of the 
Institute of Directors Enterprises said "Vlfc are sure that our newWeb concept wfli bring us even closer 
go our members and enable us id cater for their requests qtriddy. Much of our work centres around 
supplying written I nfor ma tio n , and we hare identified die Internet as an increasingly Important way to 
provide this to our members . " 

The foO Website maria the Introduction of tha Dynamo” Re fat fon sh lp Commerce Suite Into the UK 
market. Representing the most comprehensive and broadest suite of solutions far btdkfing Rahtkxishlp 
Co mm erce appBcadom. die Dynamo™ soludon wlfl enable the loD » budd a praBe of each Wibsfce 
visitor by tracking their Individual requirement s and tailoring the Info rt wiimi provided accon fln g fr 

Briar Hobbs, Sales and Marketing Director of Relay Business Systems, com merits: “Wa have suppled the 
loD with die technology to tain It Into the new tnfllennhim, fcdBtaclng hardware requirement* and 
targeting Webshe vkhora of the firaee.The cutting edge technology wffl enable the loD to twgetWMisite 
visitors with customised Information refevanc to their knereacs and create offline refationsfdps, which b 
essential hi E-Commerce. >Afc have supplied the loD wfch the very best Internet solutions, enabling It to 
create strategies that wB help lt»' Wforita stand out from the crowd." 

The Sun Java technology supplied to the ioD provides it with the systems it needs to be highly 
oompeddre and slows It to dbtributa cons i stent applications across the network. This is due so jwato 
true platform Independence which breaks the fbsed Dnles between application and operating system. 

The loOb new system Includes a Java application offering hglMy advanced technology - dm Sun Ultra™ 
1 Server Sysram-Thls wfli enable rmddprocesstog. NgMw K iwfcfth network !^ N^vperfomsance graphics 
and unparaMad appflodons perfomunoe-The Ufcra 2 wfli proride die IoD with high performance that 
allaws voice, ten, graphics, video and vfclao conferencing to be run alongside primary applications such 
as vrerd processing and bflHng systems. 

Also supplied Is the high-performance, easfly managed Sun Netra J Server, administering not only thin 
dents, but working seamlessly wkh Jam-enabled PCs and workstation*. The server wifi provide the IoD 
wfch easy access to legacy databases and other critical corpo ra te In form a tion, allowing tha IoD to tailor 
Its mariaidng and sales promotions to xhe specific needs and Interests of the Wtefca visitor* In a way 
that has not been possfifla hrim, 

The platform independent J 10 )avaSotfon was chosen to take M advantage of the network, and deliver 
everything from java appfiodora and sendees t» complete, bBqpated system and nearark management. 
The JiO does noc require desktop administration and forms In Integral part of Sun Microsystems’ 
Complete Enterpri se Network Computing Solution, enabling die IoD to use network based computing 
to its compeddre advantage. 

Reby I* a Sun Mkrosystems Authorised Resaher, Sun Academic Business Centre, an Orade ICE partner 
and a primary Orade Reseller. It has established java Progr a m min g and Development Centres 
ancompeasipi consultancy traMog. software and hardware udBsadan far die most advanced appficadon 
technologies, whflst maintaining co nn ectivity to all legacy app licatio ns. Relay b the main equipment 
supplier to die National Councfl for Ed u c a tionenechno to tyY(NCET)VVtudTeadwCemnuhe hdb of 

the newly emerging Nations! Grid for Learning. 

F urth er information on Relay Business Sys te ms is amBable at httpdTwwwj ete yxtMik or 
telephone 01225 444447. 


a SDN MICROSYSTEMS 

.. JnvaP* Computing. Omteduuiogy tor 
fM dlctwrwfe, from smart card to 
1§W superwimputac Java Computing allowE 
'J* ’ you to tocia on yotff customer whflst K 

JAVA drives tte technology you want 


The JawP* thin cflenf technology approach Neks 
computing- complexity away from customers and 
staff. It akw allows you to control your budness 
from one point and Introduce cost effective, new 
technologies ahead of your competition. 

Many leading ratalere roly on Sun computers to 
drive their central applications such as finance, 
p ur c ha sing, customer service and distribution. 
Jmf* technology cm open im the Hemet too, to 
make these epp S celteia more acce nfo le to those 
who need them. 

lb And out more contact us sc a « 

Ibt 01252 389384 

Mdh uk-arg©idL9inuaM) . 

WAdtahttpIAnmancoj*. ” " "'-aurare- 
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NSB Retail Systems defivers the 
software phis afl the associated 
maorten^ice and support services to 
manage retai information - vital in 
today's competitive markets. 

Now teamed up with another lea&ng 
software house, JBA, to develop a 
manufacture through to sale package 
set to revoMtarise customer retaSng. 


f >ou eant to low the Uni of retaiig tocfaK 

cartadus- 

feef: 01256 333711 

fax: 01256 333707 

emab madbax@nsbxo.uk 


Face up to 

the IMPACT of 

EMU before it bits 
vo... BUSINESS 
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.ii r hit col In lt‘;‘.isl.itio;i 
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OrdL f y.H.1 FREE JBA IBM Briefc;lAO Guide 
EMU: Cupitfiluiri;: on the Opportunity 


0345 080011 

- Hissa eests ibCfto FTfifififl 





■ WHY DOES EVERVDNE WANT 
TO BUYTELXON? 

Bccsose or wirden superiority b (he envy oFodns and 
our Air Aware aoftwse enables the man advanced 

riiniiw 

Ahhoogb Tfcbwnb core bnrinen b data oaptaie, it b more 
than just atxxher reatethig company. TUxoo vu one of 
the fnst to develop line for mobile computing and b 
waiting on m+mrennS applications. . 

Trim was flat m offer real choice- Frequency l» a |iplng 
or davet •cqDenGef^.we how both. 

Parinm who are nwtkct leaden and industry pioneers 
hdp mafceTdxon the fust choke for inoovBavc jolntkms. 

Telxon 

Tel: 01202 785300 
Fkx: 01202 665270 

wwnMxoaxoa 
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ZEDA spedaJise in SmartOutsourdrtg™ - 
allowing customers to selectively outsource 
areas of IT while adding value to the process 
through ZEQA& business critfcal experience, 
business process expertise and supply of 
budness relevant solutions. 

With over 20 years experience with retail 
organisations, ZEDA has grown by providing 
customer satisfaction to toe most discerning 
organisations in the sector IlkeTesco, Argos, 
Kays and Boots Opticians. With business 
proven skills in Application man ag emen t, 
application develo pm ent, consultancy and 
selective FM, ZEDA may have the solution 
to your current IT requirements. 
Contact us for more information: 

Web Site: http//wwwZH)Axoaik 
Email: infoftZEPA-COAdt 
Telephone: 01 15 922 0011 


liB 3Com 

i*m 3Com UK Ltd, Pacific House. Third Avenue 
BH BtobePBric. Marlow SL71YL 
H IM: 01628 897 000 
F*3C 01628 897 003 

3Com Corporation has helped ovbt 26 mflKon 
poopte gain access to crSJca! Information through 
highspeed networks. At the heart of the company's 
vision Is global computer natwofting, linking large 
businesses, small offices and homes through its 
industry-teartlng Asynchronous Transfer Mode 
(ATM) and swttchijifl products. 3Com* customers 
Include Scottish Power, which has Just Installed toe 
largest ATM network in the UK, Wcnwrft and 
educational Institutions todudngOxfonfand 
Dubfln IMvenKfes. 

Gaagraphlcal Covnags: I 
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Application: 3 o>M 

Alsactora 


Don’t screw up your desktop Y2K project. 

We’ve all done It before-used the wrong bod for the job. 

Yet the year 2000 PC proWerv leaves Htde rrximfor mistakes. 

Disptoticed envfronmena are just as eridealooyotir 
businen as this mabrframeJThzci why 
Viascrft brings you On Mark 2600/the 
only integrated sufteof desktop and 
eSentfaerver took designed co help ,• 
you overcome your dbeributed yctr/ 

2000 chaflenge. From inventory ' 
collection and risk assessment to ; v 
remediation ajTd tBsring. OnMark ' " J 

2000 delivers exaedy what you need. 

G« the right txx>ls at wwwxinmarkviasofLcbm. - 

Dowitioad a FREEOnMark 2000 demo, 

or oius at 01438727274. - - 
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The right toohrat the right time. 
wwMMmnrariGvinoflbcom 


, V1ASOFTUK LIMITED 
01438 727274 


Eg Euro Info Systems Ltd 

■ Y2K Code Remecfiathm and Data Conversion 

Euro Info Systems Ltd is a UK based company with extensive Y2K resources in ms* offshore 
Software House, we are currently concentrating ell of our resources with the Y2K issue. 
We ere able to give analysis and solutions from our offsite premises and also supply onsite 
consultation. Our technical ability flea from Mainframe Systems to RDBMS (inducting aB 
types of Legacy Systems and COBOL programmes). We provide a comprehensive: 

• Impact/Risk Analysis 

• Code Remediation 
■ Quality Assurance 

• Testing and DaSvarance 

Far a certain Cost Advantage to your business and a secure feeling Into the next 
millennium. - ' 

Ptereaa contact Euro Info Systems: 

Tel: 0181 963 0700 Fax: 0181 963 1711 

Email: ■q hiri n n a tt u gh a w n.eoi n 


!?-- 
r*=- . 

5tr- - 




Bouton Houaa. 49 Bant Road, London MWIO BIS 

also seek IT Profession ata/Ckmi|sa!iiae with a customer 
ic f s ts s In tbs UK snd other co un tr hui . 
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PC-PoS continues expansion 


PC-PoS, Europe's lamest trade distributor of point of sale hardware to tire retail Industry, continues » expand Its product range and 
■ales. Established In 1994, and now with backing from 31. the company today has a turnover of seven million pounds per annum. 
PC-PoS recently hosted one of the 'villages' at Ratafl Solutions 98, Europe's largest retail rT show. These are specialist zones devoted to 
particular themes or technologies which are run by leading companies fn the industry. PC-POS and its trading partners created a 'retail 
jungle', complete with palm trees and straw huts, to symbolise the bewildering array of choice confronting the retailer - a Jungle 
through which PC-PoS can always dear a path. 

In a significant development PC-PoS has bean appointed distributor for tire UK, Europe and tire Middle East by Javelin Systems Inc., 
who provide open system touchscreen computers for retail, food service end Industrial markets. This appointment continues tha PC- 


1toMl21kweritoigiritoiodast]74e»fiag 
relates to fatereretbdrbiisimuqrstesB for . 
lower nuRjku, bettor ostomcr service and year 
20M<onp8nML 

Tore 121 efhnks aatnosa carephte 
soktiei fartbefr basteesanl systems 
nfrinresafisaedapartBsnf^^gMndL 


who provide open system touchscreen computers for retail, food service and Industrial markets. This s 
PoS expansion both at home and overseas and enables tha company to offer for the first time notebook 

sale. 


jlritment continues the PC- 
technoiogy for the point of 


New products recently launched by the company indude a complete range of LCD monitors, new and improved Epson thermal printers 
and keyboards Incorporating smart card technology. 

For further Information contact PC-PoS at: 

The Rutherford Centre, Rutherford Road, Biwingatoke, Hampshire RG24 8PB 
01256 356161 (telephone) 01256 356112 (tax) 
eal eegipc po i .cowuk (amafl? www.pc-poexp.uk(web«ite) 


Telephone: 

FacsMte 

E-naH: 

Web Ste 

3600 ftrioide Btr 
Bimtoglan B37 


01217172121 

0121 7172100 
- EactsOfeamlilxom 

www.rMml2l.cam 

ham Budness Park 
England 


What oakas Team 121 so smsesMI 
■ • towtiwihenttofirsxforeimpletnentinioaafSAPRet^lnUK 
r ■ hnMdiip&wItoSAP^H^ 
soknion pnntdefs 

* Bnunean«*aie.idd[essEdltOT 

* Talented ajnstdomiwiUiha^tb-oni^aperieBDE 

• long gating SAP inipiemsteton .Qqxin^ 

• Arjpressive fe o/ititrcessftJ projects in fhe UK end 


E *0 Team 121 

121 Gxtsttfong Limited 
121 Asset Limited 
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, say 
IT directors 
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IOtU 
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Prom Page t . 

was changing, the top 
response implied that there 
was 'more . uncertainty in 
their, jobs. 

One- possible' explanation 
Is that Year 2000 date change . 
problems weigh particularly 
heavily cm US. IT executives' 
minds - nearly 40 per cent 
agreed withvthe ■ assertion 
that "solving 1 , the Year:2000 
computer date problem is 
starying other' projects of 
funds”.- a mnrVi higher fig- 
ure than among CIOs in 
Europe. 

In other surveys, IDC has. 
noted that US organisations 
have '.a relatively large 
installed base Of mainframe 
machines, running so-called 
"legacy" - applications. 
"These: systems tend to have 


a commensurately higher 
level or Year 2000 problems, 
compared to newer client 
server systems,” said HJC. 

D There were also mar>c»d 
differences in the perceived 
importance of Java.. . the 
“hot” operating language 
developed by Sun' Microsys- 
tems winch offers the pros- 
pect of truly portable " w r ite 
once, run anywhere” code. : 

While more than a third of 
German IT directors, thought 



Java was “important” or. . tmimportaht" suggesting - 
critically important”, to ' feat UK TT directors are -still -* 


( . v ; ' _ 1 


' Almost ag IT dhecfiaS' in - inflation in the sector, 
the US. Germany? abtf-Frahcev respondents in both the US 
believe. that foteraet'tecbxidl* land Britain cited skills 
ogies will be important iorL shortages as the biggest 
crucial to .their .business. . impediment to success. 

Only in the t?K are nior?’;- The second highest 
doubts expressed .ViW-tJE^-'ire6ponse was “lack of plan- 
Cent $aid they though Inter- ning/ focus”, the mam imped- 
net technologies were of “n<S. iment cited in Germany and 
-reUnranqe", 10_per cent can- ' France - in Germany by a 
akfesflfl' thpm “unimportant": : surprisingly high margin 
and. 'IS. per cent “somewhat-.;. • (nearly 50 per cent of respon- 



dents made this comment 
without prompting). "Per- 
haps thfg pyplrujq s the myth 
of German efficiency,” said 
an IDC analyst. 

Predictably, US and UK- 
based IT departments are 
also trying harder to retain 
key IT staff. The two most 
popular incentives are career 
“test tracking" and manage- 
ment training. Overall. 


SDmtOOmwr 


French companies offered 
the fewest incentives. 

D Despite the inevitable 
focus on pay rotes in a tight 
labour market, IT directors 
in all the countries claimed 
that they were more' moti- 
vated by new and stimulat- 
ing Job challenges thnn by 
financial betterment. 

Financial betterment was 
judged least important in the 


US - perhaps because CIOs 
there are already highly paid 
- where 35 per cent uf 
respondents said it was 
"important or “critically 
important”, and most impor- 
tant in the UK. where 5$ per 
cent said it was “important" 
or “critically important," 

L More detailed findings on 
the report on the changing 


A! tBl ila)y 


role of the CIO.-TT director 
will appear in future issues 
of the FT-1T Review. 

For details about tbe 
report, contact Joyce Rcn- 
nev at Korn/Ferry Interna- 
tional in London, telephone 
(44 171) 3J 2 3100. fax (44 
171) 312 3130 or write to: 
Korn Ferry International. 
252 Regent Street, 

London WlR 5DA 


Britain only 13 per cent held 
the same view. The positive 
' German response to Java 
was even high 'when com- 
pared with the US where it 
might , have been expected 
th^t-JaVa would have built a 
..particularly strong follow- 
ing. 


not convinced that business., 
systems and electronic coni- 
merce are increasingly likely, 
to revolve around fee Inter-', 
net, web and intranets. - 
□ As might have "been ' 
expected given the bulging 
IT Job sections in the trade 
press and recent rapid pay 


BRmSfH COMPUTER SOCIETY • Information Systems Management Award • Report by John Kavanagh 

Halifax team wins top award 
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OUTSOURCING DEAL V Ry^'F^jl Taytor 


NatWest awards key 
contract to NCR 


NatWest. the UK banking 
group, has consolidated the 
management of both its 
ATM (automated teller 
machine) network and 
branch IT equipment by 
awarding service contracts 
worth more than £50m over 
the next three years to NCR, 
the US-based specialist com- 
puter and computer services 
group. 

The deal, one of the coun- 
try’s largest single-supplier 
maintenance and support 
agreements for a bank’s 
branch network, is an impor- 
tant win for NCR and a key 
contract award for NatWest 
which has been reviewing its 
IT services management 
strategy over the past year 
in an effort to improve cus- 
tomer service. 

Under the outsourcing 


deal. NCR will be responsi- 
ble for NatWest’s 2JBOO ATMs 
which were supplied by the 
US group, and more than 
100,000 other items of IT 
equipment spread over 2,000 
locations. NCR estimates 
that 95 per cent of all equip- 
ment problems will be fixed 
in less than four hours. 

“By consolidating our 
equipment and maintenance 
with one strategic supplier, 
we can keep customer ser- 
vice at a consistently high 
level across the network 
through faster rectification 
of equipment problems.” 
says Marie Sand ham, Nat- 
West’s head of IT commer- 
cial services. “It will also 
ease management overheads 
p nd reduce overall costs,” be 
said. 

As part of the contract. 


NCR will use the group’s 
remote ATM monitoring 
software to predict potential 
problems and provide 
remote diagnostics. ATM 
network problems can be a 
source of considerable cus- 
tomer frustration at many 
banks and NCR believes feat 
its ability to predict and fix 
problems before they 
develop will enable NatWest 
to provide an enhanced ser- 
vice to customers. 


An IT project to s u ppor t the 
world’s biggest ever 
extension of share 
ownership has won the UK’s 
1998 Information Systems 
Management Award, 
organised by the British 
Compute - Society in 
association with the 
Financial Times. 

Tbe conversion of the 
financial services 
organisation, Halifax 
Building Society, to a 
quoted company created 
7.5m shareholders as 
customers received free 
shares. 

The size of fee placement, 
and the expectation that 2m 
of the customers would sell 
their shares immediately, 
brought fears feat fee 
London Stock Exchange 
would be overloaded by the 
10-fold increase in normal 
business, with repercussions 
across the world. 

But Halifax anticipated 
fee problems by creating a 
new company, Halifax Share 
Dealing; initially to handle 
the conversion and then to 
become a trading service in 
all stocks. 

"The delivery of such a 
major mission-critical IT 
project involving a large 
number of internal 
technology teams and 
external suppliers required 
a very well structured and 
disciplined approach,” 
Halifax director John Miller 
told fee award judges. 

“We put great emphasis 
on joint business and IT 
teams at all levels and on 
keeping their plans closely 
aligned.” 

High level. plans were 



Awards night in London: guest speaker KeRh Oates of Marks and Spencer, pictured centre, with members of the winning Halifax team - 
left to right John Miler, Halifax director, with Sue Concamon, Claudia Hardaker, Mika Channon and Rick Girling 


developed by H»Hf« 
business and IT project 
managers. Joint user and IT 
workshops, also involving 
suppliers, specified the 
business and system 
requirements. Users and IT 
specialists worked together 
on testing. 

A bespoke order-handling 
system now links to the 
Halifax share register to the 
automated execution system 
run by its main market 
maker, Merrill lynch. Share 
price information is received 
by satellite and fed to fee 
order capture system. 


Shareholder information is 
available via touch-tone 
telephones, controlled by 
customer identification 
numbers. Individual orders 
at the same price are 
aggregated and executed 
automatically. 

The chairman of the 
award judges. Nigel Horne 
of consultancy KPMG. 
summed up the achievement 
by highlighting fee fact feat 
fee City predicted error 
rates of 1 per cent, whereas 
Halifax achieved 0.1 per 
emit 

The award was presented 


by Keith Oates, deputy 
chairman of Marks and 
.Spencer, as guest speaker at 
a dinner attended by more 
than 100 senior IT people. 

Highly 

commended 

The runners-up were 
Knowsley Metropolitan 
Borough Council, with a 
community information 
programme aimed at 
helping people and 
companies in one of fee 
UK’s poorest areas to get 


access to information 
systems through training, 
information and services. 
Also highly commended was 
ScottishPower, which 
switched from a mainframe 
to network computing, wife 
only four ont of 200 projects 
running late and a staff 
turnover of just 3 per cent. 

The awards were 
sponsored in this their 
eighfe year by Blue Circle 
Industries. Deloitte & 
Toucbe; KPMG; Unisys, the 
information systems 
company; and Woolwich, the 
financial services company. 
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good now, in a good environ- 
ment They will be even bet- 
ter in a slow environment 
At least, that is my prognos- 
tication." 

But as wife most other 
traditional computer groups. 
Unisys has found that it is 
tbe services business which 
is growing most dramatic- 
ally. “We are doing systems 
integration and outsourcing 
and we have a very big busi- 
ness in networking," Mr 
Weinbach says. Part of the 
reason for fee recent rapid 
growth of fee services mar- 
ket Is because of tbe skills 
that are required and the 
speed wife which clients 
want the project deployed, 
be adds. 

"When you think about 
five to 10 years ago there 
was an awful lot of custom 


applications. Tbe number of 
custom applications today is 
decreasing and the reason is 
not feat custom applications 
aren't good - in fee t, they 
give you a better competitive 
edge - but the time to mar- 
ket Is too long... you may 
get a better mousetrap, but 
someone may be there before 
you.” 

Accordingly, Unisys is 
focusing on what Mr Wein- 
bach describes as “repeat- 
able solutions" - sophisti- 
cated software and services 
packages customised to indi- 
vidual customer require- 
ments while retaining a com- 
mon core. “We are focusing 
on five vertical markets 
(finance, telecoms, public 
sector, transportation and 
commercial) and expanding 
fee solutions set we have 
within those markets,” says 
fee Unisys chief executive. 


By building upon its exper- 
tise in its chosen market seg- 
ments, Unisys executives 
believe the group can help 
define where those indus- 
tries are going in terms of 
technology. “That is a clear 
differentiator for us,” says 
one manager. 

The success of this strat- 
egy is reflected in some of 
tbe new customers Unisys 
has won over the past few 
years. In fee UK, the group’s 
biggest client in financial 
services Is now Halifax (see 
report above : Halifax team 
wins top award), though 
Halifax was not a client 
three years ago. In telecoms, 
Unisys' biggest client in 
Europe is now Spain's Tele- 
fonica. while News Interna- 
tional in London, has signed 
op for its Hermes newspaper 

printing package. “If you 
look into all of our market 


sectors we can show signifi- 
cant growth year-on-year 
and new name clients - and, 
of course, that's fee single 
most difficult thing to do in 
our business,” says Mr Wein- 
bach. 

Tight controls 

But despite tbe rapid 
growth of Unisys' services 
business, which accounted 
for 63 per cent of its S6.5bn 
in sales last year. Mr Wein- 
bach is determined to keep 
tight controls over It. For 
example, he insists that 
every outsourcing contract 
has to stand on its own. 

"I don't see outsourcing as 
a loss-leader for us. 1 see out- 
sourcing as a very viable 
business opportunity wife 
definable and measurable 
metrics which need to be 
met in order to take on fee 


Recejveyour own copy by post 


assignment." This year. Uni- 
sys is controlling the growth 
in fee services business “to 
make sure we don’t have fee 
same kinds of issues the 
company bad before. One or 
the big problems I found was 
that the company took on a 
lot of contracts that it 
should not have taken on. 
contracts that had low mar- 
gin. or where we didn't have 
the capability or we were 
buying market-share. We are 
not doing that now. We will 
walk away from a contract if 
it doesn't meet our margin 
requirements.” 

Summarising his rejuvena- 
tion strategy, the new Uni- 
sys chief executive says “we 
are going to build on the 
engineering capability that 
we have in fee enterprise 
arena, where we’re very' 
good. And in services, we are 
going to expand systems 




integration, repeatable solu- 
tions. networking and out- 
sourcing and we are going to 
do it in verticals which we 
understand.” 

Such statements are music 
(o Wall Street's ears. Ana- 
lysts are already forecasting 
profits will more than double 
this year, and the rating 
agencies are considering 
upgrading the group. The 
market capitalisation of fee 
company has gone from 
under Slbn a year ago to 
close to S5bn today. 

“The financial community 
today doesn't question the 
debt reduction programme, 
or the long-term viability 
any more," notes Mr Wein- 
bach. But he adds. “I look at 
what we are doing at Unisys 
today as a work in progress, 
so far it has been very suc- 
cessful. but 1 believe we 
have more work to do.” 
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PROFILE • Bill Alexander, head of Thames Water 


From coal face to 
cutting edge 

Seeking to create a flagship in utilities, Bill Alexander, chief 
executive of Thames Water, wants to explore more fully the 
potential of IT. This interview is by Philip Manchester 
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B ill Alexander, chief 
executive officer of 
Thames Water, began 
bis career in the mining 
industry - even working at 
the coal face for a time. It is 
an experience that has 
served him well in his cur- 
rent role as the man in 
charge or steering Thames 
Water, through perhaps the 
most exciting - and difficult 
- time in its short history. 

“In mining, you all depend 
on each other for safety rea- 
sons. We are finding the 
same sort of partnership is 
valuable in building and 
managing our IT systems," 

- he says. 

UK utilities have been 
forced into the front-line of 
information technology- 
developments. A combina- 
tion or de-regulation and 
increased globalisation over 
the last decade has meant 
utilities have used IT 
systems both to hold on to 
existing market share by 
improving service and to 
expand into the world mar- 
ket. 

Privatised in 1989. Thames 
Water supplies water to It 
million customers in the 
south-east of England. This 
area covers both the City of 
London and the highly-devel- 
oped Thames Valley. 

Thames is the largest 
water utility in the UK and 
one or the biggest spenders 
on IT: “We have always seen 
IT as central to our business. 
We have spent £3 bn on 
improving services and 
about ten per cent of this 
has gone an IT systems," 
says Mr Alexander. 

In addition to a significant 
reduction of its workforce - 
from 8,000 before privatisa- 
tion down to a current head- 
count of 5.000 - Thames Val- 
ley has also had to contend 
with growing competition. 

This has come both from 
other deregulated water 
companies and other utility 





including Sema Group and 
FI Group. But Mr Alexander 
kept a team of 50 staff 
in-house to look after the 
strategic direction of IT and- 
to ensure that IT systems 
were tied to business needs. 

At Thames, this means not 
only handling the eight mil- 
lion pieces of papa: it pro- 
cesses each year, bat also 
coping with a strategic intear- 
national py paririnn. Thames 
currently has seven large 
international contracts run- 
ning - with interests as fir 
afield as Shanghai, where it 
is building a water treat- 
ment works and Adelaide in 
Australia. 

Common IT systems have 
proved an important part of 
r unning an international 
business. “We try to have 
tools and technology that 
can converse around the 
world and we are putting in 
a common finance systems 
for all of our international 
businesses," he says. 


The Thames flows past Hie Houses of Parliament - Thames Water, the largest utfflty of its kind in the UK, 


11 mSton customers 


Bin Alexander: TT is central to our business' 


providers: “We have to 
match our strategic vision 
not only with other water 
companies, but with other 
utilities. We have to be a 
flagship water company." 
says Mr Alexander. 

Services 

The main emphasis, he 
says, has been on Improving 
customer service - reengi- 
neering the company to 
bring more employees into 
the front-line. IT has been 
central to the changes: “It is 
a given fact that IT is a cost 
and increases the cost of 
doing business. If our com- 
petitors are using an IT tool, 
then we must have it too." 

Thames's IT strategy has 
undergone several funda- 
mental changes. It has. for 
example, shifted from large 
central systems to distrib- 


uted systems. “In the last 
three years we have moved 
towards being a process- 
based business,” says Mr 
Alexander. “But the problem 
with IT is that if you change 
the process, you have to 
change the IT system. The 
large central systems we 
were using were holding us 
back. So we looked at the 
technology to find ways to 
build systems that delivered 
the right information at the 
right time to our staff so 
they can serve the customer 
well” 

Last year Thames also 
decided to outsource a large 
part of its IT support infra- 
structure. In September 1997, 
Thames moved from con- 
tracting to what it calls out- 
sourcing partnerships. Its 
existing team of 250 IT 
people were transferred to 
the outsourcing suppliers - 


Thames Water’s 
man at the top 

Bfll Alexander, chief executive. 
Ban February 15. 1947, at 
Oorebridge, Northumberland. 
Education: Newcastle 
Polytechnic, BSc in mechanical 
engineering. 

Careen Worked at British Coal, 
wham he raw to Mad of 
engineering. Joined Thames 
Water in October 1989 as 
engineering dfrector. Appointed 
group managing dftctor in 
1996 and chief executive in 
October 1997. 

Other interests tactadc 1989. 
president of the Institute of 
Miring, Electrical and Miring 
Mechanical Bigtneets. 
FeUowoMhe Royal Academy of 
Engineering. 

Honorsy Fetiow of the Institute 
of Mating Engineering Board. 
Freeman ri the City of London. 


“This means that someone 
working in the UK utility 
has the same tools for fore- 
casting as. say. someone 
working Thailand. The skills 
you give people are mobile - 
the skills and people are 
transferable," he explains. 

Network 

Company-wide adoption of 
Lotus Notes Is another 
example of increased inter- 
national standardisation. Mr 
Alexander says that 3,ooo 
staff use Notes - with a fur- 
ther 1,500 planned to come 
on board in the next year. 

“This morning when 1 
came in, I had an alert sta- 
tus on Northern Ireland, a 
message from our engineer- 
ing director in Adelaide 
about a meeting I'm having 
there - and a message from 
somebody who is having a 
party at the weekend. So you 
nan see we are communicat- 
ing all over the organisa- 
tion ."he says. 

Implementing Lotus Notes 
was not without Its prob- 
lems, however. He confesses 
to a same difficulty in get- 
ting to know the product* 
“When we started the pro- 
gramme, the IT director said 
I should be the first one to 
Use it - and wanted to make 


a video showing how it had 
changed my life. The prob- 
lem was I didn't know bow 
to work it.” 

He adds that, along with 
many other senior execu- 
tives, he has not had the 
time to catch up with mod- 
ern IT. This changed last 
year, while he attended a 


short business course at Har- 
vard University. “I was there 
on my own - it was just like 
my old student days,”' be 
says. “1 was having to make 
presentations and write up 
case studies - so 1 had to get 
to know the technology. 
When I went to .Harvard, 
despite my great advocacy of 


IT. I had to bltiff~eii6 - but 
when I got back’.! really 
knew what it w& all about." 

This latter-da^ -‘coalface’ 
experience - has helped to 
form Mr Alex^td^ view of 
IT. He sees IT as.'ffafi way to 
empower employees so that 
they cmfrsn^xustomers 
better. • 
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